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Cohen Committee’s Report 


The report of the Departmental Committee on 
Company Law Amendment appointed by the President 
of the Board of Trade in June, 1943, was published on 
July 18, and will arouse much interest in the 
accountancy profession. A tribute is due to the dis- 
tinguished Chairman, the Hon. Mr. Justice Cohen, 
and to the members of the Committee and the 
officials for the completion under war-time conditions 
of so considerable a task, involving an exhaustive 
examination of company law and practice and of a 
large volume of written and verbal evidence. 

We publish in this issue those extracts from the 
report relevant to accounts and to auditors: the 
report itself is the subject of our editorial. A form 
of balance sheet and profit and loss account, 
drawn up in accordance with the recommendations, 
has been prepared on behalf of the Incorporated 
Accountants’ Research Committee and is included 
in this issue. 

Copies of the full report (Cmd. 6659) are available 
at H.M. Stationery Office, price two shillings. 


Refresher Courses for Service Members 


In accordance with the statements made by the 
President of the Society, arrangements have now 
been made to hold the first Course for Incorporated 
Accountants who have served in H.M. Forces. 
Through the kindness of the Warden and Fellows, this 
Course will be held at New College, Oxford, from 


December 14 to December 22, 1945, inclusive. 


Mr. Fred Woolley, the President of the Society, 


PROFESSIONAL NOTES 


will preside at the Course, and will be supported by 
members of the Council, who will welcome members 
who have served or are serving with H.M. Forces 
who are able to be present. Accommodation will be 
available for about 100 members, who will be the 
guests of the Society. The Course will comprise 
lectures and discussions on professional subjects of 
topical interest. In addition to those who will have 
been demobilised by December, members still serving 
with the Forces who are on leave in Great Britain 
will be welcomed. In the case of those serving in 
Home Establishments or in H.M. Ships in Home 
Ports, or with the B.L.A., individuals wishing to 
attend may find it possible to fit in their normal 
privilege leave for this purpose. Further details will 
be published in the September issue of ACCOUNTANCY. 
In the meantime, any member who wishes to attend 
the Course may send his name, Service particulars, 
and address, to the Secretary of the Society at In- 
corporated Accountants’ Hall, Victoria Embankment, 
London, W.C.2. Letters should be marked: “ In- 
corporated Accountants’ Course, Oxford, 1945.” 


Liverpool District Society 50th. Anniversary 

In our last issue we published a summary of the 
fiftieth annual report of the Liverpool District 
Society, and we have now received a copy of the 
address of the President, Mr. J. Boucher, F.S.A.A., 
at the fiftieth annual general meeting. We con- 
gratulate the Liverpool District Society upon the 
Fiftieth Anniversary, which the Committee hope in 


the not distant future to celebrate by a suitable 
function. 2 
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Mr. Boucher’s speech succinctly reviewed the 
history of the profession in Liverpool and of the 
Liverpool District Society of Incorporated Account- 
ants, and indicated the facilities being organised to 
assist those returning from H.M. Forces, and the 
District Society’s work in keeping members informed 
on questions directly relating to their professional 
work. A feature of the Liverpool District Society is the 
successful effort made to bring members together as 
frequently as possible and to maintain contacts with 
other professional and business organisations in the 
City. His modesty almost forbids us to refer to the 
friendly and fruitful labours of the former Hon. 
Secretary, who has recently been elected to the chair 
of the District Society for the ensuing year. 


Accountant Members of Parliament 


We congratulate the following members of the 
accountancy profession who were successful candidates 
in the recent general election :— 

Major D. W. T. Bruce, F.C.A. (Labour) : Ports- 

mouth, North. 

Mr. J. Diamond, F.C.A. (Labour): Manchester, 

Blackley. é; 
Commander T. D. Galbraith, C.A. (Conservative) : 
_ Glasgow, Pollok. 
- Sir J. Stanley Holmes, F.C.A. (Liberal National) : 
Essex, Harwich. 
Mr. R. Jennings, F.C.A. (Conservative) : Sheffield, 
Hallam. 


Captain A. E. Marples, A.S.A.A. (Conservative) : 
Wallasey. 
Mr. J. R. Thomas, F.C.A. (Labour) : Kent, Dover. 


Demobilised Members and Students 


For the purposes of the records and of arrangements 
for post-war schemes, including refresher courses, 
lectures and meetings, the Secretary of the Society of 
Incorporated Accountants is anxious to have early 
information of the return to civilian life of members 


and students who have been on war service. Members — 


and-students are therefore asked to communicate 
with him at Incorporated Accountants’ Hall, Victoria 
Embankment, London, W.C.2, as soon as their 
demobilisation has been completed, and to state 
(a) full name, (b) iculars of war service, 
(c) professional position, if any, (d) permanent 
address, and (e) whether member or student. 
As this publication may not reach all those who 
are serving with the Forces, it will be helpful if 
practitioners and firms will kindly forward these 
details in respect of partners and members of their 
staffs, being Incorporated Accountants, articled 
clerks or examination candidates; who have returned 
a —_ service or the date of whose return has been 
n 2 


The Society’s Appointments Department 

Members of the profession are reminded of the 
facilities offered by the Society’s Appointments 
Department. It is requested that those who have 
knowledge of vacancies for qualified members of the 
profession will be good enough to send particulars to 
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The Secr , Incorporated Accountants’ Hall, 
Embankment, W.C.2. He will be pleased to furnish 
the names of any members who are seeking appoint- 
ments. It is desired to extend assistance and advice 
to those who have served with H.M. Forces, and 
the co-operation of other members in this respect 
will be very helpful. The services of the Society in 
connection with the Appointments Department are 
entirely free both to applicants and to those who 
notify vacancies. 


Control of House Prices 

According to press reports, a control will shortly be 
imposed over the selling price of houses if the Govern- 
ment accepts the recommendations of an expert 
committee which recently reported on the subject. 
The chief proposal, it is stated, is that a limit would 
be imposed of 33 per cent. or 50 per cent. over the 
1939 price for houses valued at not more than £1,200 
on the eve of the war. The obvious danger, of course, 
is that any such restriction might cause a reduction 
in the number of houses offered for sale. It is argued, 
however, that under present conditions it should 
have precisely the contrary effect, by removing any 
incentive to hold on for a further rise in prices, while 
the seller of a house in the range affected would not 
suffer any loss through the restriction if the cost of 
obtaining alternative accommodation were reduced 
to a similar extent. One highly controversial feature 
of the report, on the other hand, is the suggestion that 
the control should be made to apply retrospectively, 
so that a person who has sold at more than the per- 
mitted increase over the 1939 value would have to 
refund part of the purchase price. On general grounds, 
such retro-active legislation is highly objectionable, 
but it must be conceded that almost equally difficult 
problems would arise if the control were to operate 
only from a future date. For example, a person who 
has purchased his house at a boom price would suffer - 
a heavy loss if he had to resell within a short period 
on the controlled basis. Unfortunately, the boom in 
house prices has been an inevitable result of the war- 
time rise in building costs, coupled with rent restric- 
tion, and it is impossible to find a solution that would 
be completely satisfactory to all parties. 


Professional Classes Aid Council 


The twenty-fourth Annual Report reflects the 
helpful work of this Council in mitigating distress 
among the professional classes. The Council is 
composed of representatives of almost all the pro- 
fessional bodies and works in conjunction with their — 
respective Benevolent Funds, the Society’s represent- 
ative being Mr. M. J. Faulks. The Chairman of the 
Council is The Lady Cynthia Colville, D.C.V.O., and 
the Secretary is Miss G. M, Walters, whose helpful 
co-operation we desire to acknowledge. The address 
of the Council is Campden Hill Square, London, 
W.8. The Council mainly depends on subscriptions 


and donations for necessary income, and during the 
year 1944-45 some {10,500 was expended in grants 
under all headings. The urgency of the Council’s 
needs may be judged by the fact that there was a 
deficit on the year of £166. 
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COMPANY LAW AMENDMENT 


Readers of the voluminous evidence submitted to 
the Cohen Committee on Company Law Amendment 
will appreciate its difficulties in reaching firm and 
workable conclusions, and it is safe to say that they 
will wish to lead the congratulations to the Com- 
mittee on its excellent report. That company law 
should require amendment after fifteen eventful 
years is no indication of any radical defect in the 
system of limited liability, which, indeed, the Com- 
mittee consider “‘ has been and is beneficial to the 
trade and industry of the country and essential to 
the prosperity of the nation as a whole.”’ The keynote 
of the report is that there should be the fullest 
practicable disclosure of information, which will 
lessen opportunities of abuse and “accord with a 
waking social conscience.” 

Probably in anticipation that subscribers to 
public issues will, in future, be more inexperienced 
than in the past, there is proposed a considerable 
strengthening of the protection of the investor— 
an interval of two days between the date of the 
prospectus and the opening of the lists; a direct 
legal responsibility to the subscribers placed on 
accountants, valuers and other experts whose reports 
would be reproduced in the prospectus only with 
their written consent; disclosure of transactions 
within two years of the date of an issue relating to 
property concerned, in which vendors, directors or 
promoters had been interested; and an obligation 
to disclose “‘ all other facts known or which could on 
reasonable enquiry have been known to the directors, 
the omission of which would make any statement 
in the prospectus misleading.”” In case of criminal 
proceedings, the onus would be thrust on a director 
to establish that he did not know that the statement 
was false and could not, by taking reasonable pre- 
cautions, have ascertained its falsity. Those experi- 
enced in the preparation of prospectuses will regard 
these recommendations with concern and, even allow- 
ing for their remarkable skill, it may be that the 
demands for speed in this work, made in the past, 
will require to be modified. 

The recommendations relating to accounts are 
set out in full in this issue, and there is also published 
a model balance sheet and profit and loss account, 


' giving effect to the proposed changes in the law. 
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Hitherto the Companies Acts have not made any 
prescription for the qualifications of auditors. An 
interesting and salutary recommendation has now 
been made that auditors should be qualified by mem- 
bership of professional bodies designated by the 
Board of Trade. The Committee mentions as a 
precedent the restriction of appointments as Public 
Auditors to members of the bodies of Chartered 
Accountants, of Incorporated Accountants, and of 
Certified Accountants. The Board would also have 
power to designate individuals as qualified to act as 
auditors, including accountants with adequate quali- 
fications obtained abroad. Other recommendations 
are made to strengthen the independence and to 
increase the powers of auditors. 


Further disclosure is recommended as regards the 
relationships of companies with their directors—all 
transactions by the directors in the company’s shares 
to be recorded and the records to be open for inspection 
and produced at the annual general meeting, and the 
aggregate remuneration of all directors to be shown 
in accounts. Loans by a company to its directors 
would be prohibited, and also the payment of 
remuneration free of taxation. 


The recommendations relating to nominee share- 
holders suggest machinery by which it may be known 
which shares are held by nominees; and the onus 
is placed on any person who is the beneficial owner 
of more than 1 per cent. of the issued capital of a 
company or of the issued shares of any class, where 
the shares are not registered in his name, to make a 
declaration to this effect. Power is to be given to 
the Board of Trade to investigate the ownership of 
shares in any company should they consider it 
necessary in the public interest to do so. 

The procedure for members’ liquidations is to be 
considerably tightened up and declarations of solvency 
will involve definite responsibilities. 

In several respects the powers of the Board of 
Trade would be increased—they would, for example, 
be given power to appoint inspectors, to adapt the 
requirements of the Act relating to the accounts 
of financial groups, to appoint auditors whether they 
receive application from a member of the company 
or not, and to remedy defaults in holding meetings. 


Although the proposed changes of law would 
undoubtedly impose increased responsibilities on 
those charged with the coniuct of limited com- 
panies, it is our view that the Committee has gone 
far to achieve its object to restrict the burdens on 
legitimate business to a minimum, and it has been 
quick to notice opportunities to abolish legal require- 
ments when their usefulness has expired and to 
bring the law up to date with the best current practice. 
The Committee has not been able to support the 
suggestion of a standing body to review the Com- 
panies Act continuously, although there is a proposal 
that the requirements as to accounts should be 
subject to modification from time to time by statutory 
order approved by affirmative resolution of Parlia- 
ment and that there should be a Committee, which 
should not be a statutory body, to advise the Board 
of Trade on the administration of the Companies Act. 
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International Double Taxation 


II—The Accountancy Angle 
By H. A. R. J. WILSON, Chartered and Incorporated Accountant 


(a) Taxes on Income 


Wherever a business is carried on in two ormorecoun- 
tries, there is, normally, liability to double taxation. 
Broadly, if a business is controlled and managed in 
the U.K.., then it is liable to tax on its profits, wherever 
made, despite the fact that the profits made outside 
the U.K. are usually taxed in the country where 
they are made. - 


RELIEF IN THE CASE OF FOREIGN COUNTRIES 

Hitherto, except within the British Common- 
wealth of nations, the only relief has been to allow 
the external tax to be deducted seal “Y income 
before charging it in this coun 
therefore, profits earned by a he gy in ‘the U.S.A. 
will have suffered Scoaaiins to the Chancellor of the 
Exchequer) something like 40 per cent. in the States 
and 50 per cent. of the balance here, a total of 70 
per cent. Dividends from U.S.A. companies were 
subject to a U.S. withholding tax of 30 per cent., 
ea, ae Rae ae a total of 
65 
~ Even vith a country with a more modest level of 
taxation, the levy is heavy. For example, as shown 
in the article in the January, 1945, issue, Egyptian 
tax would take 12 cent., U.K. tax 50 per cent. of 
the balance, a t of 56 per cent. 

The businesses paying these crippling taxes have 
to compete with the local resident paying only the 
local tax ; in the case of Egypt 12 per cent. 

Double taxation also arises where the profits 
—_ here to a non-resident, with equally crippling 
effect 

From the accountancy angle, there is little more 
that need be said about double taxation in the case 
of foreign countries, save that for E.P.T. foreign 
taxes are allowable deductions. 


RELIEF WITHIN THE BRITISH COMMONWEALTH OF 
NATIONS’ 

It has become an axiom that income should only be 
taxed once within the Empire. To that end, relief 
is given in the U.K. in respect of tax paid on the same 
income or property somewhere else in the Empire. 
We do not, however, except in the case of death 
duties, go the whole way, as it has not so far been 
thought desirable that in the case of income the U.K. 
should go further than half-way, leaving the Dominion 
to give reciprocal relief. If the Dominion does not 
reciprocate, any excess of Dominion tax over the 
relief given here is deducted from the income before 
charging it here. 

The rate of relief given here for income tax is 
therefore the lower of the Dominion rate (found by 
dividing the Dominion tax payable by the amount of 
the income in respect of which the Dominion income 
tax is charged in the Dominion, before deducting any 
allowances other than wear and tear) or half the 
appropriate U.K. rate (found by dividing the tax 


payable, before deducting assurance relief, by the 
taxable ney: 


i £400 
U.K. Income 300 
700 
Allowances: E.T. 30 
P.A. 140 
Child. 50 
— 220 
480 
£165 at 6s. 6d. ... én = a 53 12 6 
£315 at 10s... teak us sea 57 10 0 
211 2 6 
Appropriate rate --+ £211 2s. 64._ gion 


The maximum relief is therefore at 4s. 43$d. in 
the {£ ; if the Dominion rate is less, then the Dominion 
rate applies. ‘ . 

In the case of a surtax-payer, the surtax for the 
previous year (payable in the year in question) is 
divided by the total income on which it was payable, 
and included in the appropriate rate. 


Illustration 1944/45 1945/46 
Dominion Income ... 7 1, 1,500 
U.K. Income ; ° 3,000 3,100 

4,200 4,400 
4,010 
Tax payable 
Surtax 1944/45 £2,000 ~- 
2/- 50 0 0 
500 2/3 56 5 0 
1,000 3/3 162 10 0 
200 4/3 4210 0 
£4,200 £311 5 0 
' Income Tax 1945/46 £165 at 6/6 ei 6 
3,845 at 10/- 1 0 
aoe 010 1, 1976 2 6 26 


Appropriate rate rate 1945/ 46: 


are +S 2. =11/4-06 


Where ae nahin are involved, allow- 
ances, where applicable, are set off to the best 
advantage. A company’s appropriate rate is always 
the standard rate, so that relief cannot exceed 5s. 
in the £ to-day. The following is a simple example : 


U.K. Income £40,000 
Dominion A 30,000 
Dominion B 10,000 
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£80,000 at 10/-= £40,000 
Less Dominion Tax Relief : 


*Dominion A 6/-) £30,000 at 5/-= £7,500 
"Dominion B (rate $/-) £10,000 at 3/-— “1,500 


U.K. Tax ... --- $1,000 


The company must pass the relief on to its members 
thus : 


s. 

U.K. Rate... ove 00 
Less D.I.T.R.. 

23 


Rate deductible from dividends 7 9 
The relief must, curiously enough, be passed on to 


d. 


_ preference as well as ordinary shareholders. 


The normal basis to be adopted is to regard as 
corresponding to the U.K. year of assessment, that 
Dominion year of assessment for which the basic 
period is the same, e.g. in the case of a Dominion 
basing its assessment for*the year ended December 31, 
1944, on accounts ended on December 31, 1943, 
the Dominion year 1944 would correspond to the 
U.K. year 1944-45. 

The amounts of the assessments rarely agree, 
owing to different rules of computation. So long, 
however, as the sum taxed in the U.K. can be said 
to be taxed im toto in the Dominion by the 
Dominion assessment, relief will be allowed on the 
U.K. assessment. If, however, certain parts of the 
income escape Dominion assessment altogether, 
there is no double assessment and no relief thereon. 
This arises, for example, where the Dominion allows 
debenture interest as a deduction from profits. 

If the Dominion does not reciprocate, the excess 
Dominion tax over the relief given in the U.K. is 
deductible in computing the U.K. income. This 


gives rise to difficulties except where the assessment — 


is based on the preceding year’s income, and resort is 
made to approximation ; by grossing the net income 
at the rate of relief, finding the effective rate on total 
income, and regrossing at that rate. 
PAYING AGENTS 

A paying agent through whom Dominion dividends 
etc., are paid, must deduct tax on the gross dividend 
at the standard rate less the Dominion rate (not 
exceeding half the standard rate) if he knows it; 
otherwise he must deduct the full standard rate from 
the dividend he receives (i.e. after any deduction of 
Dominion tax). Adjustments frequently arise as a 
result. 
Illustration 


Gross Dividend --- £100 
Dominion tax 15%... 15 

' Dividend received by agent {85 0 0 00 

Eess U.K. tax at 7/-on gross 35 0 oS 10 0 

——— ee, | ee 

Net dividend . £0 0 0 £42 10 0 


In the first case, no adjustment will arise, as a 
*Reciprocating Dominion. 
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taxpayer’s appropriate rate cannot be less than 
3s. ad In e second case, however, too much tax 
has been deducted, and the taxpayer is entitled to 


Dominion tax ... oe -- £15 0 0 
Less U.K.é@axat10s. ... oe 210 @ 
Repayment - we ®O 


This arises because, although entitled to the relief 
of 3s. in the £ on £100, he has not paid any U.K. 
tax in the £15 necessary to gross the dividend. 

(In either case a taxpayer exempt from tax would 
get back the full U.K. tax deducted ) 

Should the Dominion rate exceed 5s., then the 
paying agent would deduct 5s., and many taxpayers 
would have to claim further relief. 

With Eire ha — 

i ire, we have a special agreement, owing to 
the similar tax systems. A corporation is taxed onl 
in the comutey in wihieh it is mamaged and conteciied. 
but on its whole income. 

A m resident in the U.K. and not in Eire is 
taxed ” his whole income in the U.K. and escapes 
in Eire (except to keep annual ents in charge), 
and vice versa. A double resident 4s entitled to valict 
in both countries at half the lower of the two appro- 
priate rates on the doubly taxed incomes. The 
important differences in computation are that the 
appropriate rate is found by dividing tax payable by 


total income and that surtax for the same 


of assessment is taken, but relief for surtax deferred 


a year. 
Excess Prorits Tax 
Dominion relief for E.P.T. is given on a propor- 
tional basis, but only for reciprocating Dominions. 


(6) Death Duties 

The deductions allowed in respect of death duties 

are as follows : 

(a) Any duty payable on movable property 
situate in a British possession and passing on 
the death of a person domiciled in Great 
Britain, is deductible from the estate duty 
payable here on that property. ‘ 

e British ion must have been 
brought in by Order-in-Council, and either 
exempt property situate in Great Britain or 
give reciprocal relief. 

(o) In any other case, e.g. foreign duty, the only 
relief allowed is the deduction of the foreign 
duty from the value of the property. 

Illustration 


abroad 
% on £20,000 £5,200 on £18,000 £4,680 
Less Dominion duty 2,000 
Payable in G.B .. £3,200 £4,680 


In respect of Northern Ireland and Eire, reci 
agreements allow in each country the duty paid in 
the other. ‘ 
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Company Balance Sheet and Profit and Loss Accog |, 
the recommendations of the Cate 


Prepared by F. SEWELL BRAY, F.C.A., F.S.A.A., and H. BASIL SHEE 4 ¢ 4 


NoTEs : 


A. 
— 
. 


The page references given below are to the Report of the Committee on Company Law Amendment (H.M. St June, 
2. For the sake of clarity detailed references to the requirements of the Companies Act, 1929, have been omitte; va 


BALANCE SHEET 


The Balance Sheet shall give a true ag... 


p. 61 I. AUTHORISED CAPITAL: 
‘ Preference Shares redeemed in pursuance of Section 46, 1929 Act, shall be deemed 


to be part of the Authorised Share Capital unless and until new new shares are issued 
in their place, p. 108 —— 


II. 1. ISSUED CAPITAL AND CAPITAL RESERVES: pp. 58, 59 


ee ee ee 
: be + Romo roy S " ' 


2.CAPITAL REDEMPTION RESERVE FUND: 
Equivalent to the nominal amount of the shares redeemed—p. 108 


3. SHARE PREMIUM ACCOUNTS—pp. 59 and 64 
4.CAPITAL RESERVES* :—p. 59 —— 


III.) REVENUE RESERVES AND SURPLUS: 


1, Free Revenue Reserves*—p. 60 
2. Profit and Loss Account Balance — 


IV. MORTGAGES, MORTGAGE DEBENTURES AND SECURED LOANS: 


There shall be shown separately the nominal amount of any debentures of the Company 

held by the Company, not being debentures redeemed in accordance with the provisions 

onto 70tte applicable thereto, and the amount at which they are stated in thé 
ks—p a 


V. PROVISIONS*: which, not being provision for the diminution in value of assets, have 
- been set aside out of revenue or uses, and are retained to meet, in cases where 
the amounts cannot be determined with substantial accuracy, any specific liability, 

2 Ce + es S ae eee —p. 60 


Amount retained as Provisions, whether for the foregoing purposes or for diminution 
in value if Pca ee ee 
reasonably required for the purpose—p. 60 


seataales to tne: Gommumaiate mubseuste and nat Reet es eae tebe to 
prejudicial to the Company’s interests is not required in the public interest, the 
amounts concerned need not be ee ey es ees sees ner 
Guusetior ive Labeted tharcin =p. ©) to indicate that provisions of this 


Carried forward 


, < 
- . Corresponding 
Figures at the ; 
- date as at which 
* the immediately 
: was made " £ £ £ 
a ee 
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June, 1945). 
be found in the book Design of Accounts (Oxford University Press, 1944), at pp. 22-29). 


SOSH ESE EE EEEH EE EHH E THEE EE Be cee 
the state of affairs of the Company — p.5s8. 


Corresponding 
Figures at the 
date as at which 
the immediately 

g 
balance sheet , 


was made up, £ £ 
p. 61 f I, FIXED ASSETS: (Defined as “ Assets not held for sale or for conversion into Cash” 


—p. 58) 
Where ascertainable there shall be shown separately— 
1. ee 


rr eee ences of Seen O& Re Gageeeeiion OS seagers eee; 


the difference to be recorded in the Assets column—p. 59 
e.g. Plant and Machinery : At Cost 50,600 
Deduct : Accumulated depreciation... see ove cee eee ++» 20,000 ase 


Whave ib ts at phetheitibe to eitbeibalts thin tntieemastion ts singhet' ol Win whale of the 
fixed assets under each heading the fixed assets in respect of which it is not ascertainable 
shall be stated separately under the appropriate headings at the net amount thereof as 
shown by the Compan ee 
provided or written off for their depreciation—p. 59 

These requirements are not Sree So cote ongen conten to te Seta 
of public utility undertakings w provide for the replacement of their fixed assets by 
the establishment of renewal reserves against which is charged the cost of replacing 
assets, or by charging the cost of replacement direct to revenue—p. 59 

Where a Company has adopted for sey oe of its accounts a valuation of fixed assets 
such valuation shall be substituted for the amount previously attributed to such fixed 
assets, and the date of the valuation shall be stated—p. 

GOODWILL, PATENTS AND TRADE MARKS are to be treated as fixed assets, but 
they may be shown as an aggregate sum—-p. 61 _—_— 


II. INVESTMENTS :—p. 59 
To be shown separately under the following headings :— 
1, Subsidiary Companies (as provided by Section 125 of the Companies Act, 1929) 
* 2. Trade investments 


3. Other quoted investments 
The market value shall be stated by way of note if it differs from the balance sheet 
amount—p. 59 

4. Other unquoted investments 


LOANS TO EMPLOYEES for purchase of fully paid shares in the Company 


LOANS TO DIRECTORS t OR OFFICERS: Section 128 
Balance at beginning of year 
Advances during the year 

Less Repayments during year 


7 a a | 
Com Income and Expenditure Account as related to 7 
Catee on Company Law Amendment | 
L SHE 4s.4.A., for the Incorporated Accountants’ Research Committee. 
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Brought forward { £ 


Corresponding | *NOTE CONCERNING CAPITAL RESERVES, OTHER RESERVES OR 
Figures PROVISIONS : 
Z£ Where during the period covered by the profit and loss, or income and expenditure, 


account any material amount is added to capital reserves, other reserves or provisions, 

or where any amount, if material, standing to the credit of any such reserves or any 
surplus standing to the credit of such provisions is used, the amounts involved, the 
source from which they have been provided or the manner in which they have been 

used, shall be stated in the balance sheet unless the same shall appear on the face of the - 
ee ee ee ee eee 
thereto—p. 


- 


VI. LIABILITIES NOT CURRENTLY REPAYABLE : 
To be shown separately, 
Bank Loans, whether secured or not—p. 60 


VII. CURRENT LIABILITIES: 
To be shown separately, 
1. Bank Overdrafts, whether secured or not—p. 60 

2. Net amount of Dividends recommended by the directors—p. 60 


VIII. DEFERRED LIABILITIES: 


Pree eee eee ee eee eee eee eee 


or if there is only one 
director, of that director. 


EXEMPTED COMPANIES: 


Such banking companies and discount companies as the Board of Trade may designate are exempted from complying with 
certain of the foregoing requirements, but the balance sheets of such exempted companies shall indicate by appropriate words 
where reserves and provisions are included under other headings, p. 61 and para. 101. 


Assurance companies are also exempted from complying with certain of the foregoing requirements, p. 61. 


ESSENTIAL NOTES ON THE BALANCE SHEET, pp. 60-61. 
The following matters must be dealt with by way of note on the balance sheet or in any statement or report annexed thereto : 


(a) Where in the opinion of the directors the current assets have not a value realisable in the ordinary course of business 
of the company of at least the amount at which they appear in the balance sheet, a statement to that effect. 

(b) Where any material of a company’s assets or liabilities comprises foreign currency assets or liabilities, the basis 
of conversion from ign currency into sterling for balance sheet purposes. 

(c) The general nature and, a the amount, if material, of contingent liabilities not provided for in the 
balance sheet and particulars of any charge given over the property of the company for the debts of another person 
and also the amount thereof. ; 

(d) The gross amount of arrears of fixed dividends on any class of share and the date to which such dividends were 
last paid. 

(e) Where a company has given options over its share capital, the number of shares affected, the class of share, the 
option price, and the date or dates for exercise thereof. ; 

(f) The amount or estimated amount of commitments for capital expenditure, if material, so far as not provided for 
in the balance sheet. 


(g) The basis on which provision for United Kingdom income tax has been made. 
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‘ Brought forward 

Corresponding + It is recommended that Section 128 be amended by making it illegal after the passing ‘ 
Figures of a new Act for any loan to be made by a Company or by any of its subsidiary Companies 
£ or by any other person under a guarantee from or on security provided by the Company 


or by any of its subsidiary companies to any director of the company, provided that this } 
ee OS Say Se ee SS ee ae ere See which includes the 4 
lending of money, to a loan made by that company in the ordinary course of its business. 

The existing provisions of Section 128 as regards disclosure of loans to officers shall 
be retained (and extended to loans made to officers of a company by its subsidiary 
companies or by any other person under guarantees from or on security provided by 
such subsidiary companies) but not those relating to disclosure of loans to directors 

that a new subsection should be inserted to provide for continued disclosure 
of loans existing at the coming into force of the new Act and of loans made to persons 
who become directors after the making of the loan until such time as the loans have 
been discharged, subject in each case to the present exemptions—p. 51 and para. 94 


CURRENT ASSETS: 


SE FES HO EOE eae Se mae Le ey CO Soeae 
para. 


VI. PRELIMINARY, FORMATION AND ISSUE EXPENSES: 
1 Preliminary Expenses less amounts written off 
2. Share Issue Expenses less amounts written off 
3. Debenture Issue Expenses less amounts written off 
4. Commission on Shares less amounts written off 
5. Commission on Debentures less amounts written off 
6. Discount on Debentures less amounts written off 
7. Discount on shares less amounts written off 


(h) In the case of a holding company, the aggregate of any shares in, and the aggregate of any debentures of, the holding 
company held by subsidiary companies. 


(i) Corresponding figures at the date as at which the immediately preceding balance sheet was made up. 


AUDITOR’S REPORT, p. 68. 


The auditors shall make a report to the members on the accounts examined by them, and on every balance sheet and profit 
and loss account or income and expenditure account, as the case may be, laid before the company in general meeting during 
their tenure of office, and the report shall state : 

(a) whether in their opinion proper books of account have been kept or, in the case of a company with branches 
whose books have not been —— by Lo ae proper oe whee account have been kept at the 
principal office and branches visited by auditors proper accounts returns adequate for purposes of 
their audit have been received from other branches ; 


(b) whether or not they have obtained all the information and explanations which to the best of their knowledge and 
belief were necessary for the purposes of their audit ; ; 
(c) whether the balance sheet and profit and loss account, or income and expenditure account, referred to in the 


are in agreement with the books, accounts, and returns, and whether in their opinion and to the best of thei 
information and according to the explanations given to them the accounts are ——s drawn up in accordance 


with the provisions of the new Act and exhibit a true and fair view of (1) the state of irs of the company as at 
the date of the balance sheet and (2) the profit or loss, or net income or net expenditure, for the period ended on 
that date; and 


(d) in the case of a holding company which does not annex consolidated accounts to its annual accounts (para. 122), 

whether in their opinion the reasons given by the directors for not presenting consolidated accounts are sati 

and whether the particulars given in respect of the profits or losses, or net income or net expenditure, and the 
ualifications in the auditors’ report upon the accounts of subsidiary companies have been properly compiled from 

the information contained in such accounts and the auditors’ seports m (para. 114), 
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| PROFIT AND LOSS OR INCMEX 


The profit and loss account or income and expenditure account (para. 103) shall give a true and fair indication or inc 
F or non-recurrent transactions or transactions of an exceptional nature. If in any such period a material change is mad™which 
by way of note on the account—>p. 61. 


PROFIT AND LOSS OR INCOME & EXPENDI§ET F‘ 

Corresponding | 

Figures for the ; | 

immediately . ; 

preceding | 

period, p. 62 f y 
£ : I. LOSS OR NET EXPENDITURE, before charging or crediting the items enumerated 


below, but after crediting or charging, if the — its revenue from or 
provisions for losses of subsidiary companies, p..61 


II. PROVISION FOR DEPRECIATION OF FIXED ASSETS, provided that if provision 
is not being made by means of a Sussetaibes danas tie eather’ al casing bath 


‘ III. INTEREST ON DEBENTURES AND OTHER FIXED LOANS, p. 61 


IV. UNITED KINGDOM TAXATION ON PROFITS 


1. Income Tax ‘ 
2. National Defence Contribution or Excess Profits Tax or any other tax which may be 
assessed on profits 


The basis of provision for United Kingdom income tax must be disclosed—p. 61 


V. PROVISION FOR REDEMPTION OF . 
1. Share Capital—p. 61 
2. Loan Capital—p. 61 


VI. AGGREGATE (if material) OF AMOUNTS SET ASIDE TO RESERVES—p. 61 


VII. AGGREGATE (if material) OF AMOUNTS SET ASIDE AS PROVISIONS which, not 
being provisions for the diminution in value of assets are so set aside to meet, in cases 
where the amounts cannot be determined with substantial accuracy, any specific liability, 

¢ contingency or commitment known to exist as at the date of the balance sheet, pp. 
and 60. In any case where the Board of Trade are satisfied that disclosure of any such . 
provision would be prejudicial to the company’s interests and is not required in the public 
interest, the amount concerned need not be shown separately if a iate words are 
introduced to indicate that a provision of this character has been in arriving at 
the profit or loss, or net income or net expenditure, for the period—p. 62 


VIII. LOSSES OF A NON-CURRENT OR EXCEPTIONAL NATURE (if material in 
amount)—p. 62 


IX. DIVIDENDS PAID OR PROPOSED, disclosing whether such amounts are stated before 
or after deduction of income tax—p. 62 


< THE PROFIT AND LOSS or Income and Expenditure Account shall also contain or give 
c way of note the following further information: . yc af 


ad X. EMOLUMENTS OF DIRECTORS, INCLUDING CONTRIBUTIONS MADE ON 
THEIR BEHALF TO ANY PENSION SCHEME—pp. 62, 51 and 52 


(i) Attaching to the office of director as such, receivable by the directors from and as 
directors— ~» £ 


1. Of this Company x x 
2. Of Subsidiary Companies x 
3. Of any other company of which the director is a director by virtue of the 
meutiontion, ohetbe Giseet or tudicest, of hi comiguan x 
Total 
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INC@ EXPENDITURE ACCOUNT ‘ , 


dication or income of the period covered by the account and shall disclose any material respects in which it includes extraneous 
which the account or.any item therein is calculated, attention be called to the change and to the effect thereof 


> 1S mad 


-PENDD FOR THE ........0000+0+ 


‘II. 


VI. 


VIII. 


‘PROFIT OR NET INCOME, before charging or crediting the items enumerated below, but 


. PROFITS OF A NON-CURRENT OR EXCEPTIONAL NATURE (if material in amount)—p. 62 
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after crediting or charging, if er ae te syvenwe Soom or peovisiens for ioenee 
of subsidiary companies—p. 6 


INCOME FROM, LESS PROVISION FOR LOSSES OF, SUBSIDIARY COMPANIES, 
except in so far as it is included under I above—p. 62 


INCOME FROM OTHER TRADE INVESTMENTS—p. 62 
INCOME FROM INVESTMENTS, OTHER THAN TRADE INVESTMENTS—p. 62 
AGGREGATE (if material) OF AMOUNTS WITHDRAWN FROM RESERVES—p. 62 


AGGREGATE (if ma me | OF AMOUNTS WITHDRAWN FROM PROVISIONS (defined 
per contra at VII)—p. 


BALANCE brqught forward from last period 


! : 
ee 
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ENDED...030.0000000-19..000: : 
: Corresponding 
Figures for the ° 
immediately 
preceding | 
period, p. 62 
£ £ 
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Brought forward /£ £ £ 


‘s Corresponding ~ Oe Se Se Set es oe Se es Sees te aaa 
ee Figures with the management of the affairs 
\c . Of this Company 


. Of Subsidiary Companies ie 
3. Of any other Company of which the director is a director by virtue of the 
nomination, whether direct or indirect, of this company x 


- Total 


The total emoluments, and the aggregate amount thereof paid by the Company 
are the amounts recommended to be disclosed. 


Emoluments include any allowances for which are part of the income 
of a director for purposes of income tax which it shall be the duty of the director 
to notify to the company as and when assessed upon him, provided that when 
any amounts so assessed are not ascertainable at the date when the annual 
accounts are prepared such amounts shall be disclosed separately by way of , 
note in the profit and loss, or income and expenditure, account, covering the 
period during which they are ascertained—p. 52 
Any provision for the payment of tax free remuneration to a director shall be 
void, without prejudice to any existing contract not being a contract constituted 
only by service upon the terms of the articles—p. 52 


XI. AGGREGATE AMOUNTS OF ANY COMPENSATION PAID TO DIRECTORS 
or former directors of the company 
. 1. as such and ; 
2. otherwise, for loss of office or in connection with or arising out of their 

retirement from the company or from any of the other companies mentioned 

at X (i) and (ii) above, sub-divided to show the amounts paid respectively 
(a) by the company ° x * 
(6) by such other companies, and x 
(c) by any other person (para. 92 and p. 62) 


Total 


AGGREGATE AMOUNTS OF ANY PENSIONS PAID TO DIRECTORS or 
former directors of the company 
1. as such and 
. 2. otherwise 
sub-divided to show the amounts paid respectively 

(a) by the company x 

(6) by any of the other companies mentioned at X (i) and (i), poe but there 
need not be included in such amounts ~~ pao paid under a pension 
scheme if the Company’s contributions to such scheme would, under the new 
Act, be emoluments of the director or former director (para. 93), p. 62 


| 


wh, 
x 


AUDITORS’ REMUNERATION : 
Where the auditors’ remuneration is not fixed by the Company in General 
meeting, the amount thereof shall be stated as a separate item in the profit and 
loss, or income and expenditure, account of the accounting period to which the 
audit relates (para. 113), p. 67 


BALANCE OF PROFIT UNAPPROPRIATED : 


EXEMPTED COMPANIES : 

Exempted Banking Companies and discount Companies are exempted from complying with certain of the foregoing 
requirements, but the profit and loss accounts of such companies shall indicate by appropriate words the manner in the 
disclosed profits or losses have been arrived at—p. 62. 


Assurance companies are exempted from complying with certain of the foregoing requirements. 
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Corresponding Brought forward 
Figures. 
£ 
aocbnapsananstehaeetan « sakedbemebinlaien Signatures of two directors, 
| or if there is only one 
director, of that director, 
Lead sieasecenes peace taanetak p. 63 
| £ 


The profit and loss, or income and expenditure, account is to be annexed to the balance sheet—p. 63 


| 
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HOLDING AND SUBSIDIARY COMPANIES: 


I. DEFINITIONS: pp. 72 and 73. 


(1) A company shall, whether it is company within the meaning of the Companies Act or not, be deemed to be a 
subsidiary company of another company (hereinafter called the holding company) if it is either— 


(a) a company in respect of which the holding company possesses power to appoint or remove or procure the 
appointment or removal of a majority of the directors either directly through the beneficial ownership of the 
whole or any part of its share capital or indirectly through the beneficial ownership of the whole or any part 
of the share capital of any other company or companies or through a combination of these means including 
power liable to suspension in the event of default in the payment of dividends to persons other than the holding 
company and its subsidiary companies, but not including power arising by virtue only of the provisions of a 
debenture trust deed or by virtue of shares issued for the purpose in pursuance of those provisions ; or 


(6) a company in respect of which the holding company possesses power to appoint or remove or procure the 
appointment or removal of a majority of the directors of another company by some other means than as stated 
in (a) above and is directly or indirectly the beneficial owner of any part of the share capital of such other 
company; or 


(c) a company in which more than one-half of the equity share capital is owned beneficially by the holding company 
and its subsidiary companies. 


For the purposes of this provision “‘ equity share capital ’’ means that part of the share capital which confers a right either 
to the whole or part of any residue of any profits or to the whole or part of any residue of any assets remaining for distribution 
after satisfying the claims of any other shareholders whose right to participate therein is limited. 


(2) Where a company the ordinary business of which includes the Jending of money, holds shares in another company 
as security only, no account shall for the purpose of determining under this section whether that other company is a subsidi 
company, be taken of the shares so held (para. 118). 


. ACCOUNTS : pp. 73-76. 


(3) A holding company shall annex to its annual accounts a consolidated balance sheet and a consolidated profit and loss, 
or income and expenditure account, which shall be drawn up as far as practicable in a manner similar to that prescribed 
in the provisions of the new Act relating to the accounts of companies. The consoldiated balance sheet shall combine the 
information contained in the balance sheet of the holding company with the information contained in the balance sheets 
of the subsidiary companies after eliminating inter-company shareholdings and indebtedness and shall show the aggregate 
interest, if any, in the share capital and reserves (including profit and loss, or income and expenditure, account balances) 
of subsidiary companies of shareholders other than companies the accounts of which are consolidated. The consolidated 
profit and loss, or income and expenditure, account shall combine the information contained in the profit and loss, or income 
and expenditure account of the holding company with the information contained in the profit and loss, or income and 
expenditure, accounts of the subsidiary companies’ after eliminating inter-company transactions and dividends, and shall 
show the extent of the profit or loss, or net income or net expenditure, if any, attributable to shareholders in subsidiary 
companies (other than companies the accounts of which are consolidated) and the balance of the consolidated profit or loss, 
or net income or net expenditure, attributable to the interests of the holding company (para. 119). 


The balance sheets of subsidiary companies shall as far as practicable be made up as at the date of the balance sheet 
of the holding company. If the directors consider that in order to present a true and fair view of the state of affairs and of 
the profit or loss, or net income or net expenditure, of the company and its subsidiary companies, the consolidated accounts 
require adjustment, they should make such adjustments as appear to them to be a priate. If the directors are of opinion 
that it is impracticable or misleading to include in the consolidated accounts the relative information contained in the 
accounts of any subsidiary company, they shall exclude such information. 


Provided that the Board of Trade shall have power to exempt an exempted banking company or discount company 
or an assurance company from consolidating with its accounts the accounts of any subsidiary company which carries on a 
business different from that of the holding company, if and so long as, in the opinion of the Board of Trade, the relationship 
of subsidiary company and holding company is temporary only (para. 120). 


(4) The directors shall annex to the consolidated balance sheet (or, except as regards (a) below, to the balance sheet 
of a holding company which doés not annex to its accounts a consolidated balance sheet and a consolidated profit and loss, 
or income and expenditure account) a statement— ’ 


(a) giving the reasons why they consider it is not practicable in the case of any subsidiary company whose balance 
sheet is not made up as at the date at which the balance sheet of the holding company is made up, for the 
balance sheet of such subsidiary company to be made up as at that date ; *. 


(6) giving the reasons why in their opinion it is impracticable or would be misleading to include in consolidated 
accounts the relative information contained in the accounts of any subsidiary company ; 


(c) showing in respect of subsidiary companies whose accounts are not included in consolidated accounts, the net 
aggregate amount attributable to the interests of the holding company so far as not dealt with either in 


consolidated accounts or in the accounts of a holding company which does not annex consolidated accounts 
to its annual accounts— ; 


(i) of the profit or loss, or the net income or net expenditure, for the period or periods covered by the 
profit and loss, or income and expenditure accounts of such subsidiary companies made up to dates 
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PRRADOD 


Itl. 


within the period covered by the profit and loss, or income and expenditure, account of the holding 
’ (ii) as far as practicable, of the aggregate profit, or met income, including reserves, other than capital 
_ reserves, or loss, or net expenditure, since acquisition of such interests by the holding company and 
its subsidiary companies ; and 
(@) giving particulars of any qualifications in the auditors’ reports upon the accounts of subsidiary companies 
OS Boe cctashe er ak ead te wnattomee siete : 


If for any reasdn the directors are unable to obtain any such particulars as are required under (c) and (d) they shall so 
report in the statement. For the purpose of the Act the expression “ qualification ”’ shall be held to include, in addition to 
any qualification of the nature defined in section 126 (2) of the present Act, any note upon the balance sheet and profit 
and loss account of any company, the omission of which would have necessitated a qualification in an auditor’s report. 


The consolidated balance sheet shall show the information regarding subsidiary companies whose accounts are excluded 
from consolidation, which is required under the Act to be included in the balance sheet of every company, and the consolidated 
profit and loss, or income and expenditure account shall show the income from, or provisions made for losses of, subsidiary 
companies whose accounts are excluded from consolidation, 

(i) in respect of the period or periods covered by their profit and loss, or income and expenditure, accounts 
made up to a date within he period covered by tho prot and los, o income and expenditure account 
of the holding company, : 


(ii) in respect of other periods (para. 122). 


The consolidated accounts shall be signed on behalf of the board, if there is only one director, by that director, or 
otherwise by the two directors who sign the accounts of the holding company, and the statement annexed to the consolidated 
accounts or to the accounts of the holding company shall be deemed to be part of the annual accounts. 


In the case of a holding company the auditors shall examine the consolidated balance sheet and the consolidated profit 
and loss, or income and expenditure, account, and any statements required to be annexed to them, and shall make a report 
on them to the members of the holding company and the report state whether, in the opinion of the auditors, 


(a) the consolidated balance sheet and the consolidated profit and loss, or income and expenditure, account are 
operly drawn up in accordance with the provisions of the new Act from the balance sheets and profit and 
a or income and expenditure accounts of the holding company and of the subsidiary companies, the accounts 

of which have been consolidated after giving effect to any adjustments made by the directors ; 


(b) the adjustments, if any, made by the directors are appropriate, or any other adjustments are required, according 
to the best of their information and the explanations given to them by the ef the bolling company 

(c) the reasons given by the directors in the statement annexed to the consolidated balance sheet pursuant to 
II (4) (a) and (b) above, are satisfactory, and . 

d) the given in respect of the profits or losses, or net income or net iture, and the qualifications 
in the auditors’ r upon the accounts of subsidiary companies excluded from consolidation, have been 
properly compiled the information contained in such accounts and the auditors’ reports thereon. 


ain eniihean dealt clan eater 30 What wageet Spgng mnaesstions epen ecstenin cesneeeniag eas ateieeay seman 
which have been consolidated, provided t it shall not be necessary to refer to any qtalification which, whilst applicable 
to the accounts of a subsidiary company as a separate company, is not material in relation to the consolidated accounts 


(para. 122). 
A subsidiary company shall disclose in its balance sheet— ; 
(a) the total amount which it owes to the holding company and to companies which are subsidiaries of such holding 
company, and 
(6) the total amount which is owing to it from such companies. 
Provided Oe a ey eee company in relation to two companies of which neither is a subsidiary 
in relation to the other, there be shown— 
(a) the amount which it owes to each of such two holding companies, including the subsidiaries of each such holding 
company ; and 


(b) the amount owing to it from each of such two holding companies, including the subsidiaries of each such holding 
company. ; 


PRE-ACQUISITION PROFITS AND LOSSES OF SUBSIDIARY COMPANIES, p. 76. . 


If a com: becomes a subsidiary company in relation to another company or, where that relationship already exists 
er Pen toy to first company are acquired by the second company, the proportion of the profits or losses of the subsidiary 


 furth 
company attributable to the shares so acquired at the respective dates of acquisition shall not be brought into the accounts 


of the second company as revenue profits or losses. Where an acquisition of shares takes place at a date other than a date 
at which the accounts of the subsidiary company are made up and it is impracticable to ascertain or to estimate with 
reasonable accuracy the or loss of the subsidiary from the date of its last accounts to the date ¢ acquisition of the 
shares, the profit or loss for that period shall be deemed to be the amount arrived at by apportioning, on a time basis, the 
profit or loss for the period covered by the next succeeding accounts of the subsidiary company. 
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Company Law Amendment 


August, 1945 


Cohen Committee’s Report 


We publish the extracts from the Report relating to 
Accounts and Auditors. The numbers of the paragraphs 
are those given in the Report itself. 


ACCOUNTS 


Balance Sheet and Profit and Loss Account 

96. General.—The history of company legislation 
shows the increasing importance attached to publicity 
in connection with accounts. The Act of 1862 contained 
no compulsory provisions with regard toaudit oraccounts, 
though Table A to that Act did include certain clauses 
dealing with both matters. In 1879 provision was made 
for the audit of the accounts of banking companies, but 
it was not until 1900 that any such provision was made 
generally applicable. It was only on July 1, 1908, 
when the Companies Act, 1907, came into force, that 
provision was made for including a statement in the form 
of a balance sheet in the annual return to the Registrar 
of Companies, and that provision exempted private 
companies from this requirement. The Act now in 
force requires directors to produce a balance sheet and 
a profit and loss account in every calendar year and to 
lay them before the company in general meeting. The 
Act lays down some requirements as to the contents of 
the balance sheet ; we refer to them in greater detail in 
paragraph 99. But there are no requirements as to the 
form of the profit and loss, or income and expenditure, 
account, nor does the Act in terms make the auditors’ 
report cover the profit and loss account, though, since 
the balance on that account is necessarily carried into 
the balance sheet, an auditor cannot discharge his duties 
without examining it. We consider that the profit and 
loss account is as important as, if not more important 
than, the balance sheet, since the trend of profits is 
the best indication of the prosperity of the company 
and the value of the assets depends largely on the 
maintenance of the business as a going concern. 


97. Present practice.—The amount of information 
disclosed in the accounts of companies varies widely. 
The recent tendency has been to give more information 
and this tendency has been fortified by the valuable 
recommendations published from time to time by the 
responsible accountancy bodies as to the form in which 
accounts should be drawn up and the information which 
they should contain. The directors of many, but by no 
means all, companies now give shareholders as much 
information as they consider practicable and the accounts 
which they present contain much more detail than is 
required by law. Auditors use their influence to persuade 
directors to present their accounts in accordance with 
the principles laid down by the professional bodies to 
which they belong, but in the absence of statutory 
requirements they cannot override the directors and in 
some cases may be deterred from pressing their views 
by fear of losing their position as auditors. The pro- 
fessional bodies representing the accountants who gave 
evidence before us all agreed that the position of auditors 
would be strengthened if the law were to prescribe a 
minimum amount of information to be disclosed in all 
‘balance sheets and profit and loss accounts. We accept 
this view and have considered whether, as in the case 
of societies operating under the Friendly Societies Acts, 
Industrial Assuragce Acts, Building Societies Acts and 
Industrial and Provident Societies Acts, there should 
not be prescribed forms of accounts with which all 


companies registered under the Companies Acts would 
be required to comply. In our view the diversity of 
companies is such that it is doubtful whether standard 
forms of accounts would be practicable and in any event 
we fear that standard forms might restrict further 
progress in the technique of conveying information 
through the published accounts. We have also con- 
sidered suggestions that, to assist those responsible for 
framing general economic policy, companies should be 
required to disclose in their accounts details of sales, 
expenses of production, selling and distribution, adminis- 
tration and management, and other like details. In our 
view, however, such information could not be given in 
sufficient detail to achieve the object in view without 


loading the published accounts, of which the primary © 
is to convey financial information in a form - 


purpose 

that can be assimilated by shareholders and creditors, 
with so much detail as to fail in that purpose. We con- 
sider that information required for general economic 
purposes would be more appropriately and conveniently 
obtained through some such machinery as the Census 
of Production Act, under which information could be 
required in greater detail than would be practicable in 
published accounts. 


98. Function of balance sheet.—As stated in the 
evidence of the Institute of Chartered Accountants, 
“the function of a balance sheet may be stated briefly 
to be an endeavour to show the share capital, reserves 
(distinguishing those which are available for distribution 
as dividends from those not regarded as so available) 
and liabilities of a company at the date as at which it 
is prepared, and the manner in which the total moneys 
representing them are distributed over the several types 
of assets. A balance sheet is thus an historical docu- 
ment and does not as a general rule purport to show the 
net worth of an undertaking at any particular date or 
the present realisable value of such items as goodwill, 
land, buildings, plant and machinery, nor, except in 
cases where the realisable value is less than cost, does it 
normally show the realisable value of stock in trade.’ 
Moreover, if a balance sheet were to attempt to show 
the net worth of the undertaking, the fixed assets would 
require to be re-valued at frequent intervals and the 
information thus given would be deceptive since the 
value of such assets while the company is a going concern 


-will in most cases have no relation to their value if the 


undertaking fails. 


99. Present requirements as to balance sheets. 
—tThe principal provisions of the Companies Act which 
relate to balance sheets are contained in sections 123 
and 124. Section 123 (2) provides that the directors 
shall cause to be made out in every calendar year, and 
to be laid before the company in general meeting, a 
balance sheet as at the date to which the profit and-loss 
account, or the income and expenditure account, as the 
case may be, is made up. Section 124 provides that every 
balance sheet of a company shall contain a summary of 
the authorised share capital and of the issued share 
capital of the company, its liabilities and its assets, 
together with such particulars as are n to dis- 
close the general nature of the liabilities and the assets 
of the company and to distinguish between the amounts 
respectively of the fixed assets and of the floating assets, 
and that it shall state how the values of the fixed assets 
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have been arrived at. The reference to ‘ values of fixed 
assets ’ is inappropriate since the balance sheet does not 
purport to give their realisable value as at the date at 
which it is drawn up. 

The Act does not define ‘ fixed assets’ or ‘ floating 
assets,’ or, as we should prefer to call the latter, ‘ current 
assets.’ We consider that such a definition is desirable 
(page 58). An asset may fall into one category in the 
case of one company and into the other in the case of 
another company according to the nature of the business, 
but we do not think that in practice any difficulty will 
arise in determining into which class it falls. 


100. Fixed assets.—There is no uniformity in the 
method of arriving at the statement of fixed assets in 
balance sheets. We consider that the proper course is 
to show the cost of the fixed assets in existence at the 
date of the balance sheet under appropriate headings 
and separately as a deduction therefrom the aggregate 
amount provided or written off for depreciation under 
each heading, though we recognise that this will not 
always be practicable or at any rate immediately practic- 
able in the case of companies which bought an existing 
business for a lump sum or where adequat® inventories 
and other records are not available to enable the figures 


_ to be separately stated. If proper records of newly 


acquired assets are maintained in future, a statement 
in the form we think desirable should in most cases be 
practicable when the old assets have been replaced. 
In the case of certain fixed assets, such as loose tools, 
which are subject to renewal within comparatively short 
periods, it is not always practicable to ascertain in detail 
the cost and depreciation of the specific assets in exis- 
tence. . Where it is not practicable, we think that assets 
of this nature should appear in the balance sheet at a 
valuation. It is, however, the recognised practice of 
many companies carrying on the business of public 
utility undertakings to follow the practice adopted by 
some companies incorporated under special Acts of 
Parliament, and to provide for the replacement of their 
fixed assets either by the establishment of renewal 
reserves against which is charged the cost of replacing 
assets, or by charging the cost of replacement direct to 
revenue ; we cannot see our way to recommending the 
abolition of this practice so far as public utility com- 
panies are concerned since so many of them are not 
governed by the Companies Act. That being so, we 
do not think it practicable to require a statement of 
fixed assets in the balance sheets of public utility com- 

ies in the same manner as we suggest such state- 
ments should appear in the balance sheets of- other 
companies (page 59). 

101. Undisclosed reserves .—The chief matter which 
has aroused controversy is the question of undisclosed 
or, as they are frequently called, secret or inner reserves. 
An undisclosed reserve is commonly created by using 
profits to write down more than is necessary such assets 
as investments, freehold and leasehold property or plant 
and machinery; by creating excessive provisions for 
bad debts or other contingencies ; by charging capital 
expenditure to révenue ; or by under-valuing stock in 
trade. Normally the object of creating an undisclosed 
reserve is to enable a company to avoid violent fluc- 


' tuations in its published profits or its dividends. 


The objections urged against undisclosed reserves can 
be summarised as follows. As the assets are under- 
valued or the liabilities overstated, the balance sheet 
does not present a true picture of the state of the com- 


y’s affairs ; the balance of profit disclosed as avail-— 


able for dividends is diminished, and the market value of 
the shares may accordingly be lower than it might 
otherwise be; and the creation, existence or use of 
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reserves, known only to the directors, may place them 
in an invidious position when buying or selling the 


On the other hand, if there is no detailed disclosure 
in the profit and loss account, undisclosed reserves 
accumulated in past periods may be used to swell the 
profits in years when the company is faring badly, and 
the shareholders may be misled into thinking that the 
company is making profits when such is not the case. 
Such abuses are rare, and, in general, directors have 
concealed reserves from shareholders in the belief that 
such concealment is in the interests of the company. 
None the less the practice has the unfortunate result 
that shareholders and investors and their advisers have 
not the information to enable them to estimate the real 
value of the shares. 

We do not believe that, if fully informed, shareholders 
would press for excessive dividends and we are in favour . 
of as much disclosure as practicable. It is also important 
in our opinion to ensure that there should be adequate 
disclosure and publication of the results of companies 
so as to create confidence in the financial management 
of industry and to dissipate any suggestion that hidden 
profits are being accumulated by industrial concerns 
to the detriment of consumers and those who work for 
industry. We have framed recommendations with which 
we think most companies should comply (pages 59-60). 

There are, however, three classes of companies where 
other considerations must be taken into account, namely 
banking companies, discount companies, and assurance 
companies (we use the term ‘ assurance companies’ to 
cover both assurance and insurance companies). In the - 
case of banking and assurance companies the interests 
of the depositors and the policy-holders respectively 
outweigh the interests of the shareholders and in the 
case of all three classes of companies considerations 
affecting the public interest must be taken into account. 
The reputation for stability of these companies is a 
national asset of the first importance to the community 
in general and it is not in the public interest to endanger 
their stability or the confidence they enjoy at home and 
abroad. From time to time the values of their assets 
and particularly their very large holdings of Government 
and other gilt-edged securities are adversely affected 
by political disturbances and economic conditions, 
national and international. In such circumstances it is 
desirable that their financial strength should be even 
greater than may appear. The history of the years after 


. 1929 demonstrates the public advantage of their being 


able to present a reasonably stable position in a time of 
violent and sudden stress, and for this reason it seems 
to us desirable that such companies should be permitted 
to retain a buffer of undisclosed reserves. In this 
country no one questions the stability of our banks, 
discount companies and assurance companies, but some 
countries are not so happily placed and countries abroad 
watch the evidence of stability very closely and react 


’ very quickly to any unusual symptoms. We consider, 


therefore, that banking and discount companies should 
be absolved from the obligation of showing separately 
reserves* and provisions* and transfers to and from 
such accounts, but that their balance sheets should 
indicate the existence of reserves and provisions and 
their profit and loss accounts should be appropriately 
worded so as to show whether any such transfers have 
been made during the period covered by the accounts. 

The definition of banking company or discount com- 
pany presents difficulty. Many companies call them- 


* The definitions of these terms see I (3) (c), (d) and (e) of 
our recommendations at pages 59 and 60. . 
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selves banking companies or discount companies although 
they do not carry on the functions generally understood 
by these terms. We think the only solution of this 
difficulty is to vest in the Board of Trade the power to 
grant exemption from the requirements in question to 
such companies as they consider fall within the recog- 
nised conception of a banking or discount company 


(page 61). ‘ 

102. Assurance companies .—Parliament hasenacted 
special legislation dealing with the affairs of assurance 
companies transacting most classes of assurance business 
and the Assurance Companies Act, 1909, prescribes 
forms of annual accounts to be deposited with the Board 
of Trade by such companies. Under section 110 of the 
Companies Act they may deliver these accounts for 
registration to the Registrar of Companies instead of 
accounts drawn up in accordance with the Companies 
Act; shareholders and policyholders are entitled to 
obtain copies of the prescribed accounts and the annual 
accounts issued to the shareholders are often based on 

the accounts so prescribed. We do not consider it 
desirable to’ impose under the Companies Act any 
requirements for disclosure of reserves and provisions 
or transfers to and from such accounts beyond those 
contained in the prescribed forms. We suggest, however, 
that the Board of Trade should be empowered to alter 
the prescribed forms of the annual accounts so as to 
incorporate therein the requirements of the Companies 
Act including the amendments-we suggest other than 
those relating to reserves and provisions (page 63, IV 
(1)). 

103. Profit and Loss Account.—We have already 
referred in paragraph 96 to the absence of statutory 
requirements as to the contents of the profit and loss, 
or income and expenditure, account and to the impor- 
tance of the trend of profits as the best indication of 
the prosperity of a company. We consider that the law 
should lay down minimum requirements as to the 
contents of the profit and loss, or income and expendi- 
ture, account calculated to ensure that it gives a fair 
indication of the earnings of the period covered by the 
accounts and that the auditor should be under specific 
responsibility to report on its contents. The account 
should be drawn up in accordance with accepted account- 
ancy principles consistently maintained and if for any 
reason any change of a material nature, e.g., a — 
in the basis of stock valuation, is adopted, 
attention should be called to the change and to the effect 
thereof. 

As a corollary to our recommendations relating to 
reserves and provisions of banking companies, discount 
companies and assurance companies, it follows that 
corresponding exemptions are necessary in the case of 
such companies from showing separately transfers to 
or from reserves and provisions in the profit and loss 
account (pages 61-2, IIT). 


104. Requirements as to accounts to be subject 
to modification by Order.—We have already made 
reference in paragraph 97 to the importance of seeing 
that legislative provisions do not restrict progress in 
the technique of conveying information through published 
accounts. We suggest that while the general principles. 
applicable to balance sheets and profit and loss accounts 
should be included in the body of the Act, provisions 
as to the detailed contents of balance sheets and profit 
and loss accounts should be included in a schedule 
which should be capable of being modified or extended 
by statutory Order approved by affirmative resolution 
of Parliament. Such a provision would make it possible 
for developments, the usefulness of which is established, 
to be given legislative effect by a simple procedure. If 
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_ arrived at. The section shall define 


this suggestion is adopted, ie sear airtitiaabatia es 
our recommendations as to consolidated — 
(pages 72-6). 

105. Directors’ report and chairman’s indiait. 
—Directors are required under section 123 to attach 
to the balance sheet a report with respect to the state 
of the company’s affairs showing the amount, if any, 
which they recommend should be paid by way of divi- 
dend and the amount, if any, which they propose to 
carry to a reserve account shown specifically on the 
balance sheet or to be shown specifically on a subsequent 
balance sheet. In a large number of cases the directors’ 
report is quite uninformative and merely summarises 
the profit and loss account giving the specific inform- 
ation mentioned and the names of directors and auditors 
who retire and will be proposed for re-election. There 
is no requirement to publish or send to the shareholders 
a report of the proceedings at the annual general meeting, 
although many public companies did so prior to the 
war and in view of war-time difficulties of attending the 
annual general meeting a practice has grown up of 
sending with the accounts a print of the speech which 
the chairman proposes to make. As comparatively few 
shareholders normally attend annual general meetings, 
we think this practice has much to commend it since 
those who are unable to be present at the meeting are 
kept more fully informed of the company’s progress 
and those who do attend the meeting are in a better 
position to be able to take part in the 
Whilst we consider that the directors’ report should 
contain a review of the company’s activities and be as 


informative as practicable, we do not think it possible - 


satisfactorily to extend the existing requirements as to 
the contents of the directors’ report. 


Recommendations 

We recommend that :— 

I. Section 124 (1) be amended so as to provide that 
the balance sheet shall give a true and fair view of the 
state of-affairs of the company ; that for this purpose 
it shall classify under headings appropriate to the 
business of the company the share capital, reserves, 
provisions, liabilities and assets of the company, shall 

between the amounts respectively of the 
fixed and of the current assets and shall state how the 
amounts at which the fixed assets are stated have been 
‘ fixed assets’ as 
assets not held for sale or for conversion into cash and 
‘ current assets ’ as cash and assets held for conversion 
into cash (para. 99). It shall also be provided that with- 
out prejudice to the generality of the above the balance 
sheets of companies shall, in addition to the require- 
ments contained in other sections of the Act, comply 
with the following provisions— 

(1) Where ascertainable there shall be shown separ- 
ately— 

(a) the cost of fixed assets under each heading in 

existence at the date of the balance sheet, and 

(b) the accumulated amount provided or written off 

for depreciation in respect thereof ; 
the difference to be recorded in the assets column. 


Where at the date of the coming into force of the new ~ 


Act it is not practicable to ascertain this information 
in respect of the whole of the fixed assets under each 
heading, the fixed. assets in respect of which it is not 
ascertainable shall be stated separately under the 
appropriate headings at the net amount thereof as 
shown by the company’s books less subsequent sales 


thereof and amounts subsequently provided or written 


off for their depreciation : 
Provided that— 
(i) compliance with the above requirements shall not 


, 


(ii) 


(d 


(e 
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be obligatory in the case of companies carrying 
on the business of public utility undertakings* 
which provide for the replacement of their fixed 
essets by the establishment of renewal reserves 
against which is charged the cost of replacing 
assets, or by charging the cost of replacement 
‘direct to revenue ; 
where a company has adopted for purposes of its 
accounts a valuation of fixed assets such valua- 
tion shall be substituted for the amount pre- 
viously attributed to such fixed assets, and the 
date of the valuation shall be stated (para. 100). 
(2) Investments in subsidiary companies shall con- 
tinue to be shown separately as provided by section 125 
of the Companies Act, 1929; other investments shall 
be shown separately under the following headings— 
(a) trade investments (other than investments in 
subsidiary companies) ; 
(b) other quoted investments ; 
(c) other unquoted investments. 
Provided that in the case of ‘ other quoted invest- 
ments ' the market value shall be stated by way 
of note if it differs from the balance sheet amount. 


(3) There shall also be shown separately— 

(a) The nominal amount of any debentures of the 
company held by the company, not being deben- 
tures redeemed in accordance with the provisions 
as to redemption applicable thereto, and the 
amount at which they are stated in the books. 
The amount of premiums on share capital sa 
so far as lawfully applied. : 
The aggregate, if material, of any capital reserves, 
defined as any amounts which, whether or not 
they were originally set aside as provisions to 

_meet any diminution in value of assets, specific 
liability, contingency or commitment known to 
exist as at the date of the balance sheet, are not 
retained for that purpose and are not regarded 
as free for distribution through the profit and 
loss, or income and expenditure, account (para. 
101). 

The aggregate, if material, of other reserves, 


defined as any amounts which, having been set . 


aside out of revenue or other surpluses, are free 
in that they are not retained to meet any 
diminution in value of assets, specific liability, 
contingency or commitment known to exist as 
at the date of the balance sheet (para. 101). 
The aggregate, if material, of provisions which, 
not being cemebignn for the diminution in value 
of assets, have been set aside out of revenue or 
other surpluses, and are retained to meet, in 
cases where the amounts cannot be determined 
with substantial accuracy, any specific liability, 
contingency or commitment known to exist as 
at the date of the balance sheet : 
Provided that— 
(i) amounts retained as provisions, whether for the 
. foregoing purposes or for diminution in value of 
- assets, shall not exceed such amounts as in the 
opinion of the directors are reasonably required 
for the purpose ; 
(ii) in any case where the Board of Trade are satisfied 
_ that such disclosure would be prejudicial to the 
company’s interests and is not required in the 
public interest, the amounts concerned need not 


* Public utility undertakings should be defined as in section 
70 (5) of the War Damage Act, 1943, but the definition should 
not be restricted to companies operating in the United 
Kingdom. 


(f) 
(g) 


be shown separately but may be included under 
other headings if appropriate words are intro- 
duced to indicate that provisions of this character 
are included therein (para. 101). 

Bank loans and overdrafts whether secured or not. 
The net amount of any dividends recommended 
by the directors. 


(4) Where during the period covered by the profit and 
loss, or income and expenditure, account any material 
amount is added to capital reserves, other reserves or 


ions, the aggregate of which is required to be 


disclosed in accordance with (3) (c), (d) or (e) above, or 
where any amount, if material, standing to the credit 
of any such reserves or any surplus standing to the 
credit of such provisions is used, the amounts involved, 
the source from which they have been provided or the 
manner in which they have been used, shall be stated _ 
in the balance sheet unless the same shall appear on the 
face of the profit and loss, or income and expenditure, 
account or any statement or report annexed thereto. 


(5) The following matters must be dealt with by way 
of note on the balance sheet or in any statement or 
report annexed thereto— 


(a) 


Where in the opinion of the directors the current 
assets have not a value realisable in the ordinary 
course of business of the company of at least the 
amount at which they appear in the balance 
sheet, a statement to that effect. 

Where any material part of a company’s assets 
or liabilities comprises foreign currency assets 
or liabilities, the basis of conversion from foreign 
currency into sterling for balance sheet purposes. 
The general nature and, where practicable, the 
amount, if material, of contingent liabilities not 
provided for in the balance sheet and particulars 
of any charge given over the property of the 
company for the debts of another person and also 
the amount thereof. 

The gross amount of arrears of fixed dividends 
on any class of share and the date to which such 
dividends were last paid. 

Where a company has given options over its 
share capital, the number of shares affected, the 
class of share, the option price, and the date or 
dates for exercise thereof. ’ 
The amount or estimated amount of commit- 
ments for capital expenditure, if material, so far 
as not provided for in the balance sheet. 

The basis on which provision for United Kingdom 
income tax has been made. 

In the case of a holding company, the aggregate 
of any shares in, and the aggregate of any 
debentures of, the holding company held by 
subsidiary companies. 

Corresponding figures at the date as at which the 
immediately preceding balance sheet was made 


panies and discount companies 
as the Board of Trade may designate (hereinafter 
referred to as exempted banking companies or 
discount companies) shall be exempted from 
complying with the requirements in (1), in the 
proviso to (2), in (3) (c) (d) (e) and {f) and in 
(4) above, but the balance sheets of such 
exempted companies shall indicate by appro- 
priate words where reserves and provisions are 
included under other headings (para. 101) ; 
assurance companies shall be exempted from 
complying with the requirements in (1), in the 
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proviso to (2), in (3) (c) (d) and (e) and in (4) 
above. . 


II. Section 124 (2) (c) be amended so that the opening 
words read, ‘ If and so far as it is shown’ and so as to 
make it clear that the amount of the goodwill and of any 
patents and trade marks may be shown as an aggregate 
sum: for the purposes of recommendation I above, 
these assets be treated as fixed assets. 


III. There be added to the Act a provision that the 
profit and loss account or income and expenditure 
account (para. 103) shall give a true and fair indication 
of the earnings or income of the period covered by the 
account and shall disclose any material respects in which 
it includes extraneous or non-recurrent transactions or 
transactions of an exceptional nature. It shall further 
be provided that if in any such period a material change 

. is made in the basis on which the account or any item 
therein is calculated, attention shall be called to the 
change and to the effect thereof by way of note on the 
account. Without prejudice to the generality of the 
foregoing, the profit and loss, or income and expenditure, 
account shall include the following information— 


(i) Amount of profit or loss, or net income or net 
expenditure, before c or crediting the 
items enumerated in (ii) to (xiv) below, but after 
crediting or charging, if the company thinks fit, 
its revenue from or provisions for losses of 
subsidiary companies. 

(ii) Provision for depreciation of fixed assets, pro- 

- vided that if provision is not being made by 
means of a depreciation charge, the method of 
making such provision or the fact that no such 
provision has been made, shall be stated. 

(iii) Interest on debentures and other fixed loans. 

(iv) Amount of United Kingdom taxation on profits, 
sub-divided where practicable into— 

(a) Income Tax; and 

(b) National Defence Contribution or Excess Profits 
Tax or any other tax which may be assessed on 
profits. 

In any event the basis of provision for United Kingdom 

income tax must be disclosed. 

(v) Amounts provided for the redemption of (a) share 
capital and (b) loan capital. 

(vi) The aggregate, if material, of any amounts set 
aside to reserves. 

(vii) The aggregate, if material, of any amounts set 
aside as provisions as defined in I (3) (e) of these 
recommendations, provided that in any case 
where the Board of Trade are satisfied that 
disclosure of any such provision would be pre- 
judicial to the company’s interests and is not 
required in the public interest, the amount 

’ concerned need not be shown separately if 
appropriate words are introduced to indicate 
that a provision of this character has been made 
in arriving at the profit or less, or net income or 
net expenditure, for the period 

(viii) Income from, less provisions for losses of, sub- 
sidiary companies, except in so far as it is included 
under (i). 

(ix) Income from other trade iaivestusente. 

(x) Income from investments other than trade 
investments. 

(xi) The aggregate, if material, of amounts withdrawn 
from reserves. 

(xii) The aggregate, if material, of amounts withdrawn 
from provisions as defined in I (3) (e) of these 
recommendations. 
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(xiii) Profits or losses of a non-current or exceptional 
nature, if material in amount. 

(xiv) Dividends paid or proposed, disclosing whether 
such amounts are stated before or after deduction 
of income tax. 


The profit and loss account or income and expenditure 
account sgall also contain or give by way of note the 
following further information— 


(xv) Emoluments of directors, including contributions 
made on their behalf to any pension scheme, in 
accordance with recommendation II (2) at 
page 51, and the aggregate amount thereof paid 
by the company (paras. 90 and 93). 

(xvi) The aggregate amounts of any compensation 
paid to directors or former directors of the 
company, (1) as such and (2) otherwise, for loss 
of office or in connection with or arising out of 
their retirement from the company or from any 
of the other companies mentioned in the new 
subsection (1) (c) which we suggest to section 128 
(see recommendation II (2) at page 51), sub- 
divided to show the amounts paid respectively 


(a) by the company ; 

(b) by such other companies; and 

(c) by any other person (para. 92). 

(xvii) The aggregate amounts of any pensions paid 
to directors or former directors of the company, 
(1) as such and (2) otherwise, sub-divided to 
show the amounts paid. respectively 

(a) by the company ; and 

(b) by any of the other companies mentioned in the 
new sub-section (1) (c) gwhich we suggest to 
section 128 (page 51), 

but there need not be included in such amounts any 
pensions paid under a pension scheme if the company’s 
contributions to such scheme would, under the new Act, 
be emoluments of the director or former director 
(para. 93). 

(xviii) Corresponding figures for the immediately 
preceding period. 

Provided that— 

(i) exempted banking companies and discount com- 
panies shall be exempted from complying with 
this section except as regards the uirements 
in (xiv), (xv), (xvi), (xvii) and (xviii) above, but 

profit and loss accounts of such companies 
shall indicate by appropriate words the manner 
in which the disclosed profits or losses have been 
arrived at; and 

(ii) assurance companies shall be exempted from 

. complying with (ii), (v), (vi), (xi), (xii) and (xiii) 
above (para. 103). 

IV. (1) The Board of Trade be empowered to amend 
the forms set forth in the First, Second and Third 
Schedules to the Assurance Companies Act, 1909, so as 
to include the information required under the pro- 
visions of the Companies Act, 1929, as amended by the 
new Act, relating to balance sheets and profit and loss, 
or income and expenditure, accounts, other than the- 
requirements of our recommendations in I (1), in the 
proviso to I (2), in I (3) (c), (d)'and (e), in I (4) and in 
III (ii), (v), (vi), (vii), (xi), (xii) and (xiii) so far as not 
required in such Schedules (para. 102). 


(2) Where any assurance company within the meaning 
of the Assurance Companies Act, 1909, is required to 
annex consolidated accounts (see recommendations at 
page 72) to its annual accounts, a copy of such consoli- 
dated accounts shall also be deposited with the Board 
of Trade under section 7 of that Act. 
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_ Signature of Accounts 

106. Section 129 (1) provides that every balance sheet 
shall be signed on behalf of the board by two directors 
of the company or, if there is only one director, by that 
director, but this obligation does not extend to the 
profit and loss, or income and expenditure, account, 
nor does the section require it to be annexed to the 
balance sheet. 


Recommendation 

We recommend that section 129 (1) be amended so as 
to extend the signature provisions to the profit and loss, 
or income and expenditure, account. A corresponding 
alteration be made in subsection (2). Section 129 (1) 
be further amended so as to require the profit and loss, 
or income and e diture, account to be annexed to 
the balance sheet. Section 129 (3) be amended so as to 
cover copies of the profit and loss, or income and 
expenditure, account. 


Circulation of Accounts 

107. Section 130 of the Companies Act provides that 
in the case of public companies a copy of every balance 
sheet, including every document required by law to be 
annexed thereto, together with a copy of the auditor’s 
report, shall, not less than seven days before the date 
of the meeting, be sent to all persons entitled to receive 
notices of general meetings of the company ; and that 
any member of the company whether entitled or not 
to have sent to him copies of the company’s balance 
sheets, and any holder of debentures of the company, 
shall be entitled to be furnished on demand without 
charge with a copy of the last balance sheet of the 
company together with a copy of the auditor’s report 
on the balance sheet. Section 130 provides further 
that in the case of private companies, any member 
shall be entitled to be furnished, within seven days 
after he has made a request in that behalf to the com pany, 
with a copy of the balance sheet and auditor’s report at a 
charge not exceeding sixpence for every hundred words. 
These provisions should clearly apply to the profit and 
loss, or income and expenditure, account, as well as to 
the balance sheet. If our recommendation that the 
profit and loss, or income and expenditure, account be 
annexed to the balance sheet, is adopted, the only 
alterations to section 130 which we suggest and which 
we have included in recommendation III at page 29, 
are that all shareholders and debenture-holders, whether 
entitled or not to receive notices of general meetings, 
shall be entitled to receive a copy of the annual accounts 
not less than 21 days before the meeting. 


Share Premium Account 

108. Share premiums are in essence capital though the 
assets acquired therewith do not represent the capital 
account strictly so called and there is no legal objection, 
apart from any provision in the articles, to prevent the 
distribution thereof by way of dividend. In our view 
this is undesirable. 

Recommendation 

We recommend that a section be added to the Act 
providing that as from the coming into force of the new 
Act, the provisions of the Companies Act, 1929, relating 
to the reduction of share capital shall apply to any 
premiums received on the issue of shares of the company 
(whether received before or after the coming into force 
of the new Act) as if the share premium account were 
paid-up share capital save so far as lawfully applied 
for other purposes before the coming into force of the 
new Act : 

Provided that notwithstanding this section such 
premiums may be applied by the company in or towards 
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paying up unissued shares of the company to be issued 
to the members of the company. 
Books of Account 
109. Section 122 provides that every company shall 
cause to be kept proper books of account with respect 
to— 

(a) all sums of money received and expended by the 
company and the matters in respect of which 
the receipt and expenditure take place ; 

(b) all sales and purchases of goods by the company ; 

(c) the assets and liabilities of the company. 

We consider that there are circumstances in which a 
company could comply with section 122 but, neverthe- 


_ less, would not keep adequate books of account for the 


nature of its business. It seems to us impracticable to 
set out in a statute all the matters with respect to which 
books of account should be kept, owing to the difficulty 
of compiling a comprehensive list which would cover the 
circumstances of every company, but we think that the 
section would be improved by adding introductory words 
in general terms, and by a special provision ensuring 
that companies carrying on business outside Great 
Britain keep sufficient information as to the position of 
their foreign branches at their registered office or at 
such other place in Great Britain as the directors think 
fit. We think it important that the auditors should be 
required to ify in their report that at the offices 
visited by them the books required to be kept by 
section 122, were, in fact, kept by the company and that 
proper returns have been received from other offices. 
We refer to this matter again when we discuss the 
general question of the report by the auditors on the 
accounts (pages 66-7). 


Recommendation 

We recommend that section 122 be amended by :— 

(a) altering the opening words of subsection (1) to 
read ‘ Every company shall cause to be kept such 
books of account as are necessary to exhibit a 
true and fair view of the state of the company’s 
affairs and to explain its transactions. Without 
prejudice to this general provision, every com- 
pany shall cause to be uk: Proper books of 
account with respect to . 

(b) adding the following subsection — 

Where a company carries on business at one 
or more places outside Great Britain there shall 
be kept at the registered office of the company 
in Great Britain or at such other place or places 
in Great Britain as the directors may decide, 
such accounts and returns from the business so 
carried on as shall disclose with reasonable 
accuracy the financial position of such business 
at intervals not exceeding three months and shall 
enable the company to prepare the balance sheet 
and profit and loss, or income and expenditure, 
account required by sections of this Act. ~ 


AUDITORS 
110. Qualification.—Section 132 (1) of the Com- 
panies Act lays down that every company shall at each 
annual general meeting appoint an auditor or auditors 
to hold office until the next annual general meeting. 
Section 133 () provides that none of the following 
persons shall be qualified for appointment as auditor 
of a company : 
(a) a director or officer of the company ; 
(b) except where the company is a private company, 
a person who is a partner of or in the employment 
of an officer of the company ; 
(c) a body corporate. 
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With these limitations, anyone, whether professionally 
qualified or not, may act as an auditor. An audit by 
an unqualified person cannot in our view as a general 
rule be regarded as satisfactory. Societies 
under the Industrial and Provident Societies Act, 1893, 
and collecting societies which are subject to the Indus- 
trial Assurance Act, 1923, are compelled to employ 
‘Public Auditors’ appointed by the Treasury for the 
purposes of those Acts. In fulfilment of these provisions 
a list of public auditors was drawn up in 1920 by the 
Treasury. It was limited, as far as future appointments 
were concerned, to members of the various bodies of 
Chartered Accountants and of the Society of Incor- 
porated Accountants and Auditors and in 1936 members 
of the Association of Certified and Corporate Accoun- 
_ tants became eligible. We think that the qualifications 
thus laid down afford a useful precedent, but for reasons 
of reciprocity some provision must be made to allow 
accountants with adequate qualifications obtained 
abroad to act as auditors. We therefore recommend 
that not only members of societies designated by the 
Board of Trade but also other persons authorised by 
the Board of Trade should be qualified to act as auditors 
of companies (pages 67-8, IT (i) (a)). Where a member 
of a designated society conducted himself improperly, 
he would be subject to the discipline of the society, and, 
if his conduct were such as to cause his expulsion from 
the society, he would automatically cease to be eligible 
to act as auditor since he would no longer be a member 
of a designated society. Any authority granted to 
individuals should be revocable. There are, no doubt, 
cases in which the appointment of an auditor without 
professional qualifications may be convenient, for 
instance, where the company is formed for convenience 
of administration in running a members’ club, but we 
think it essential to adhere strictly to the principle that 
the audit of accounts should be conducted by fully 
qualified persons. It is also of first importance, in our 
view, to ensure the independence of the auditor. Here 
again there are, no doubt, cases, for instance, where an 
auditor joins the board of a small private company at 
the invitation of the directors, where the exception in 
favour of private companies which permits his partner 
to succeed him may be convenient. We feel, however, 
that such an appointment is wrong in principle. We 
consider, therefore, that the exemption of private com- 
panies from the operation of section 133 (1) (b) should 
be abolished. We also recommend that section 133 (1) 
should be extended so as to disqualify an employee of 
a company or an employee or partner of a director or 
of an employee of the company from being its auditor 
and so as to disqualify any person who is ineligible for 
appointment as auditor of a company from being 
auditor of any company which is a member of the same 
group (page 68, IT (1) (b) and (c)). 

111. Appointment.—Cases may arise where no 
auditors are appointed. In such cases the company 
should, in our view, be obliged to inform the Board of 
Trade who would then have the duty of appointing 
auditors for the current year (page 67, I (a)). At 
present, under section 132 (2), if an appointment of 
auditors is not made at an annual general meeting, the 
Board of Trade may, on the application of any member 
of the company, appoint an auditor of the company for 
the current year; we think that the Board of Trade 
should have the power whether they receive an applica- 
tion from any member of the company or not. 

112. Right to attend general meetings of the 
company.—At present the auditors are entitled under 
section 134 (3) to attend any general meeting of the 
company at which any accounts examined or reported 
on by them are to be laid before the company and to 
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make any statément or they desire with 
respect to the accounts; but they have no right to 
attend other general meetings of the company. We think 
that they should be given the right to receive notices of 
and attend all general meetings of the company (page 
68, III, (3)), and. the right, if other auditors have been 
nominated, or if there is a proposal that they should 
not be reappointed, to put their views before the share- 
holders orally at the meeting and in writing prior to 
the meeting (page 67 I (c) and (d)). 

113. Remuneration.—Section 132 (6) provides, sub- 
ject to certain exceptions, that the remuneration of the 
auditors of a company shall be fixed by the company in 
general meeting. As a matter of practical convenience 
many companies have adopted a procedure whereby 
general meetings pass resolutions appointing auditors 
at fees to be ed between the auditors and the 
boards of directors instead of fixing the remuneration at 
the general meetings. Whether this is strictly in accord 
with the existing law, is doubtful; we think that the 
practice should be re, ised by an amendment of the 
Act, but that if the fee be fixed by the directors, it should 
be separately stated in the accounts (page 67, I (e)). 

114. Report.—Section 134 (1) provides that the 
auditors shall make a report to the members on the 
accounts examined by them, and on every balance sheet 
laid before the company in general meeting during their 
tenure of office, and that the report shall state : 

(a) whether or not they have obtained all the in- 
formation and explanations they have required ; 
and 

(b) whether, in their opinion, the balance sheet 
referred to in the report is properly drawn up 
so as to exhibit a true and correct view of the 
state of the company’s affairs, according to the 
best of their information and the explanations 
given to them, and as shown by the books of 
the company. 

This provision does not require the auditors to report 
on the profit and loss account, though, as the credit or 
debit balance of the profit and loss account is an item 


in the balance sheet, they cannot report on the balance 


sheet without enquiring into the correctness of the 
profit and loss account. The existing provision has 
been criticised on the ground that the words ‘ as shown 
by the books of the company ’ lessen the value of the 
auditors’ report ; and that if the company’s affairs were 
incompletely revealed by its books, the auditors might 
nevertheless feel that they were entitled to certify that 
the report was properly drawn up if it was in accordance 
with the books. The professional bodies of accountants 
do not take so narrow a view of the duties of auditors, 
but any defects in the wording of section 134 (1) may 
be a source of temptation to the weak auditor. The 
proviso to section 134 (2) appears archaic and we 
suggest in our recommendations that it should be 
omitted (page 68, III). We deal with the question of 
the auditors’ report on consolidated accounts under 
that heading (page 75, IV). 
Recommendations 

We recommend that : 

1. Section 132 be amended by— 

(a) substituting for the existing subsection (2) a 

provision to the following effect— 

(2) If no auditor is appointed or deemed to be 
appointed at an annual general meeting, the 
company shall inform the Board of Trade who 
shall appoint an auditor of the company for the 
current year (para. 111) ; 

(b) substituting in subsection (3) wherever the same 
occurs for the words ‘ fourteen days’ the words 
‘twenty-eight days’ and for the words ‘ seven 
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days’ the words ‘ twenty-one ny [These 
amendments are consequential on 

which we make later for longer notice of meetings 
(page 86, VIII (a)]; 

adding in the first paragraph of subsection (3) 
after the words ‘ notice to the retiring auditor ’ 
the words ‘ who shall have the right to send a 
written statement of his views to the shareholders 
at the reasonable expense of the company’ 
(para. 112) ; 

(d) adding a new subsection (3a) on the following 


(3a) A retiring auditor, if willing to act and 
eligible for appointment under section 133, shall 
be deemed to be reappointed unless some other 
person is duly appointed in his place or a resolu- 
tion that he shall not be reappointed is d 
passed and notice of intention to propose suc 
resolution has been given by a member to the 
company not less than twenty-eight days before 
the annual general meeting. If such notice is 
given, the company shall forthwith send a copy 
of any such notice to the retiring auditor who 
shall have the right to send a written statement 
of his views to the shareholders at the reasonable 
expense of the company (para. 112) ; 

(e) substituting for the existing subsection (6) a 
new subsection on the following lines— _ 

(6) The remuneration of the auditors of a 

. company shall be fixed either by the company in 
general meeting or in such manner as may be 
prescribed by the company in general meeting 
except that the remuneration of an auditor 
appointed before the first annual general meeting, 
or of an auditor appointed to fill a casual vacancy, 
may be fixed by the directors, and that the 
remuneration of an auditor appointed by the 
Board of Trade may be fixed by the Board. 

Provided that where the remuneration is not 
fixed by the company in general meeting, the 
amount thereof shall be stated as a separate 
item in the profit and loss, or income and ex- 


(c) 


penditure, account of the accounting period to. 


which the audit relates (para. 113). 

II. Section 133 be amended by substituting for the 

existing subsection (1) a subsection on the following 

(1) None of the following persons shall be eligible for 

appointment as auditor of a company— 

(a) a person who is not a member of any body 
membership of which has been designated by 
the Board of Trade as qualifying its members 
to audit the accounts of companies or who has 
not been designated by the Board of Trade as 
qualified to audit the accounts of companies ; 

(b) a director or other officer or employee of the 
company or of any of its subsidiary companies 


or of a company which is a holding company in — 


relation to the first-named company, or of any 
of the subsidiary companies of such holding 
_ company ; 

(c) a person who is a partner of or in the employment 
of a director or other officer or employee of the 
company or of any of the companies referred to 
in sub-paragraph (b) ; ; 

(d) a body corporate. 

For the purpose of this subsection an auditor shall not 
be deemed to be an officer of the company (para. 110). 
III. For the existing section 134 there be substituted 

a section on the following lines— 
_ (1) The auditors shall make a report to the members 
on the accounts examined by them, and on every balance 
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sheet and profit and loss account or income and ex- 
penditure account, as the case may be, laid before the 
company in general meeting during their tenure of office, 
and the report shall state— 

(a) whether in their opinion proper books of account 
have been kept or, in the case of a company 
with branches whose books have not been 
examined by the auditors, whether proper books 
of account have been kept at the principal office 
and branches visited by the auditors and proper 
accounts and returns adequate for purposes of 
Sar Gee have iow etched’ Bak otler 
branches ; , 

(b) whether or not they have obtained all the inform- 
ation and explanations which to the best of 
their knowledge and belief were necessary for 
the purposes of their audit ; 

(c) whether the balance sheet and profit and loss 
account, or income and expenditure account, 
referred to in the report are in agreement with 
the books, accounts and returns, and whether in 
their opinion and to the best of their information 
and according to the explanations given to them 
the accounts are properly drawn up in accordance 
with the provisions of the new Act and exhibit 
a true and fair view of (1) the state of affairs 
of the company as at the date of the balance 
sheet and (2) the profit or loss, or net income or 
net expenditure, for the period ended on that 
date ; and 

(d) in the case of a holding company which does not 
annex consolidated accounts to its annual ac- 
counts (para. 122), whether in their opinion the 
reasons given by, the directors for not presenting 
consolidated accounts are satisfactory and 
whether the particulars given in respect of the 
profits or losses, or net income or net expendi- 
ture, and the qualifications in the auditors’ 
reports upon the accounts of subsidiary com- 
panies have been properly compiled from the 
information contained in such accounts and the 
auditors’ reports thereon (para. 114). 

(2) Every auditor of a company shall have a right of 
access to all times at the books, returns, accounts, and 
vouchers of the company, and shal! be entitled to require 
from the directors and officers of the company such 
information and explanations as are in his opinion 
necessary for the performance of his duties (para. 114). 

(3) The auditors of a company shall be entitled to 
receive notice of and attend any general meeting of 
the company and to make any statement or explanation 
they desire at such meeting (para. 112). 


Women Employed in Practising 


Accountants’ Offices 


The Accountants’ Committee has been informed by 
the Ministry of Labour and National Service that 
women employed in accountants’ offices will not normally 
be withdrawn, and accordingly applications for their 
retention need no longer be made until and unless a 
notification is received from the Local Office that it is 
intended to call the women concerned for an interview 
with a view to withdrawal. In such an event an 
employer should communicate direct with the Local 
Office 


The Committee has also been informed that it is no. 
longer necessary for the employers to notify the Ministry 
of Labour when persons employed in their offices leave 
such employment as the Termination of Employment 
Order has now been cancelled. 


| az ee 

‘h : 

to 

ik 

of 

re 

n 

id 

>. 

0 

)- 

a nes— 

: 

) 

: 

j 

3 a 

a ee : 

ee 


228 (Ct . ACCOUNTANCY 


FINANCE 


Optional Conversions ‘ 

Some surprise has been caused by the official explan- 
ation that the new instructions given to the Capital 
Issues Committee do not imply any relaxation of the 
ban on optional conversions of securities bearing interest 
at 4 per cent. or less. It was not made clear in the text 
of the White Paper itself that this ban remained in force, 
and it had been widely supposed that the ban had dis- 
appeared like many other of the more unnecessary 
war-time restrictions. The only reason given for its 
contintance is that the authorities “‘ still do not consider 
that market conditions permit consent to optional 
conversions ”’ in this case. Earlier in the war all optional 
conversions were banned, apparently in the belief that 
they would be damaging to the gilt-edged market, and 
it was some time before they were even permitted in 
the case of securities bearing interest at more than 4 
per cent. It can hardly be supposed that such con- 
siderations still carry weight, since it must be obvious 
that any extension of the ambit of cheap money strength- 
ens the basis of the whole cheap money policy. The 
only rational explanation seems to be that technical 
facilities are still regarded as inadequate for such oper- 
ations, though it might have been thought that the 
number of stocks falling into this category was not 
really large enough to strain the market machinery. At 
all events, the result is unfortunate. It means that those 
who were able to borrow more cheaply than others in 
the past, either through better timing or better credit, 
are debarred from enjoying the advantages of the low 
money rates prevailing to-day.. Conversely, the dearer 
borrowers in the past now have the opportunity of 
converting on very favourable terms. One of the past 
borrowers at 4 per cent. who is affected by the ban is 
Australia. There are several Commonwealth and State 
stocks bearing interest at this rate which are now 
optionally redeemable. 


United Steel and John Summers 

The financial operations recently announced by United 
Steel and John Summers are reminiscent of the Richard 
Thomas-Baldwins merger. Although there is no question 
of a merger in this case, the effect of the operation will 
be to consolidate another large grouping in the steel 
industry and to restore the previous “‘ bankers’ ”’ con- 
trol to the industry itself. In addition, United Steel will 
ultimately own a sufficiently large block of John Sum- 
mers shares to have an effective control over that 
company’s policy. United Steel already holds 1,288,185 
John Summers “A’’ Ordinary shares, which it sub- 
scribed for at par, and it proposes to take over another 
1,000,000 shares, originally issued to the Bankers Indus- 
trial Development Company, and including the one 
special share which conferred control, but now returns 
to its ordinary status. United Steel was given the option 
to acquire these additional shares within seven years 
from 1939 “‘ upon terms which will ensure the reimburse- 
ment of the capital invested, with interest but without 
any capital profit.” It appears that United Steel will 
require to issue new capital to finance this purchase. 
Altogether 5,500,000 new shares of {1 are tobe authorised, 
of which 1,500,000 will take the form of 44 per cent. 
preference shares to be offered in exchange for the 


existing 44 per cent. Notes. The remaining shares may _ 


be issued in either preference or ordinary form. 


John Lewis Group 
Jobbers in the market recently suspended all dealings 
in shares of the John Lewis group, and up to the time 
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of writing the subsequent resumption. has still not 
included the ordinary shares of Suburban and Provincial 
Stores. This voluntary action by the jobbers was taken 
as a protest against the terms of a new capital issue 


by this company. The objections were concentrated - 


on the fact that, by ignoring fractions, the terms 
of the issye might result in a large proportion of the 
outside shareholders being ‘‘ squeezed out.”” The group 
already holds something approaching 90 per cent. of 
the capital of Suburban and Provincial Stores, and 
once the John Lewis holding was over this proportion, 
an application could be made to the Courts for permission 
to take over the remainder. There will consequently be 
every sympathy for the jobbers’ prompt action, and the 
resumption of dealings in Suburban and Provincial 
Stores ordinary shares awaits the receipt of answers 
by the company on certain points which have been 
raised. At the same time,-it would be more desirable if 
action of this sort should be taken by the Stock Exchange 
Council rather than by individual firms. Jobbers cannot, 
of course, be obliged to deal in any particular share, 
and their immediate action in this case avoided the 
delay which would have been involved by recourse to 
the Council. At the same time, independent action, 
however meritorious, gives an impression of divided 
authority, which jt must be difficult for the outside 
public to understand. 


Notice of Placings 

Another step towards the freeing of capital issues 
and the information connected with them comes in the 
news that the war-time ban on the advertisement of 
new. capital placings has been removed. These notices 
used to appear “for public information only,” but 
their publication has been banned during the war in 
order to discourage investment in other than Govern- 
ment securities. The removal of this ban was a natural 


- consequence of the general relaxation of capital issues 


control, and it is difficult to see that it ever served any 
useful purpose. The issues in question must have been 
desirable even under war-time conditions; otherwise 
they would not have received Treasury sanction. This 
being so, information should always have been as 
widely disseminated as possible, where security con- 
siderations permitted. The tendency to reduce the 
amount of information available about placings could 
only have had the result of confining applications to 
a narrow circle, and of preventing the placings from being 
made on the best terms for the issuers of new capital. 


French Bond Service 

After five years of suspension, the service of the French 
external debt is being resumed. Arrears of interest on 
the sterling French railway bonds and on Department 
of the Seine 44 per cent. Loan will be paid on Septem- 
ber 1, and the arrears of sinking fund are already being 
applied. In addition, holders of the British issues of 
French Rentes are offered repayment at par or con- 
version into 3 per cent. 60-year Rentes on November 1. 
The existing Rente issues are therefore in the position 
of “shorts,” and the fact that they are repayable in 
francs is not held to involve any additional risk in view 
of the improbability that the exchange rate will be 
changed before November. The sterling railway loans, 
of course, carry no exchange risk, but holders in the 
franc zone are less satisfactorily placed through having 
to accept francs at the official rate. 
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THE KING’S BIRTHDAY HONOURS 


Since our last issue we have received information of the 
following honour: Mr. John Ainsworth, F.S.A.A., City 
Treasurer of Liverpool and Vice-President of the Institute 
of Municipal Treasurers and Accountants—M.B.F. 


DISTRICT SOCIETIES AND BRANCHES 


SCOTTISH BRANCH 


A meeting of the Council of the Scottish Institute of 
Accountants, the Scottish Branch of the Society, was held 
in Glasgow, on Friday, June 29. Mr. Robert T. Dunlop 
presided over a good attendance. 

The Scottish Council noted with great that the 
Honour of Knighthood would be conferred by H.M. The King 
on Mr. Frederick J. Alban, C.B.E., Cardiff, Vice-President 
of the Society, and the Order of the British Empire on Mr. 
James A, Scott, Town Chamberlain, Kilmarnock, a member 
of the Scottish Council. 


The Secretary re on a number of membership and 


other matters affecting the profession in Scotland. 
NEW SOUTH WALES 


J. Trist, F.S.A.A.; Mr. 
A.A. ; Mr. D. S. Wylie, A.S.A.A. Mr. T. 
Wynne Lewis, F.S.A.A., was appointed Hon. Auditor. 


P. D. Walker, A. 


LONDON 

The annual general ‘meeting was held at Incorporated 
Accountants’ Hall, London, on July 19, 1945, when Mr. A. V. 
Huson, F.S.A.A., the Chairman, presided. The report and 
accounts for the year ended March 31, 1945, were adopted. 
After the re-election of the retiring members of the Committee, 
Mr. C. B. Hewitt, F.S.A.A., was re-elected Hon. Auditor, 
with a vote of thanks for his services. 

At a meeting of the Committee held subsequently to the 
annual meeting, the following officers were appointed : 
Chairman, Mr. A. V. Huson, F.S.A.A.; Vice-Chairman, Mr. 
C. V. Best, F.S.A.A. ; Hon, Treasurer, Colonel W. A. Sparrow, 
T.D., F.S.A.A. ; Secretary, Mr. A. A. Garrett. ; 

The Committee decided that the main work of the London 
District Society should be to provide meetings and lectures 
for members of the Society who had served with H.M. Forces, 
and took steps to arrange a programme on these lines. 


BELFAST 
Annual Meeting 


The annual meeting of the Incorporated Accountants’ 
Belfast and District Society was held on June 15, Mr. H. 
McMillan in the chair. 

Mr. H. McMillan was re-elected President, Mr. J. S. Lewis 
Vice-President, and Mr. R. J. Neely Honorary Secretary 
and Treasurer. Mr. William Dunn was elected Honorary 


Auditor. 
Annual Report ~ 
The Committee regret to record the death of Mr. W. R. 
Rawlinson, who had been a member since 1920. 
The total membership is now 220, including 114 Incor- 
porated Accountants and 106 students. 
Five members and 19 students have served during the 


. war in H.M. Forces, and five of these were killed in action. 


Two students were successful in passing their examinations 
in prisoner-of-war camps. 

Three lectures were held during the year. They were well 
attended. 

Classes were held in certain subjects for the Intermediate 
and Final examinations. The attendance at the Intermediate 


classes was satisfactory, but only a few students availed 


themselves of the lectures for the Final. 


- Hustwick, H 
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BRADFORD 
Annual Report 
The total membership is now 320, comprising 233 Incor- 
rated Accountants and 87 students... These figures include 
4 members and 63 students serving with H.M. Forces. 

Mr. F. Sewell Bray, F.C.A., F.S.A.A., gave a lecture on 
“* Design of Accounts,” on February 20, 1945, at a meeting 
arranged jointly with the Leeds and Bradford Society of 
Chartered Accountants. 

The President of the parent Society, Mr. Richard A. Witty, 

a meeting in July, 1944. This was followed by a 
luncheon. A number of guests were invited. 

Delegates have taken part in discussions with the a 
sentatives of Leeds University on the proposals under whi 
a degree may be combined with an accountancy qualification. 

The Committee regret to state that Mr. urice W. 

Secretary, is officially presumed to have 
lost his life in air operations in May, 1944. 


So ee ee of the Hull and District 
Society, Miss P. E. M. Ridgway, B.A., J.P., was 
President for 1945-46, and Mr. A. Macdonald, formerly 
Honorary Secretary, was elected a Vice-President. 


y Secretary 
389, Cottingham Road, Hull. 


Annual Report 

The membership of the District comprises 125 
Incorporated Accountants and 107 students. The number 
of students a year ago was 83, and the Committee regards 
the increase as very encouraging for the future of the District 
Society. 

Two meetings were held, and invitations were issued to the 
District Societies of Chartered Accountants and Chartered 
Secretaries : 

Income Tax and Excess Profits Tax Concessions : H. A. R. J. 

Wilson, F.C.A., F.S.A.A. 
Accountants’ Brains Trust: A. H. Crumpton, Question 
Master. .- 

A luncheon was held in the Guildhall, by kind permission 
of the Lord Mayor. Ar ntative gathering was addressed 
by Mr. Richard A. Witty, President of the Society, who was 
accompanied by Mrs. Witty and Mr. and Mrs. A. A. Garrett. 

To the numerous students still serving with H.M. Forces, 
the Committee sends its wishes. The Secretary still 
desires to be kept informed of those members joining H.M. 
Forces. Steps have been taken to keep all student members 
in H.M. Forces informed of facilities for war training and 
entrance into the Society. 

It is with regret we record the death of W. H. Stalker, 
F.S.A.A. , 

NORTH LANCASHIRE 

At the annual meeting of the North Lancashire Society, 
on June 28, Mr. Walter H. Marsden, Blackburn, was elected 
President. 

In recognition of the invaluable services of the retiring 
President, Mr. W. Allison Davies, C.B.E., who had held 
the office since 1940, a presentation of book tokens was made 
to him by Mr. Marsden on behalf of the officers and com- 
mittee of the District Society. . 


SCOTTISH NOTES 


Women Employed in Scottish Practising 
Accountants’ Offices 


Information has been received from the Ministry of Labour 
and National Service that women employed in accountants’ 
offices will not normally be withdrawn, and accordingly 
applications for their retention need no longer be made 
until and unless a notification is received from the Local . 
Office that it is intended to call the woman concerned for an 
interview with a view to withdrawal. In such an event the 
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employer should communicate direct with the Local Office. 
It is no longer necessary for the employers to notify the 
Ministry of Labour when persons employed in their offices 
leave such employment, as the Termination of Employment 
Order has now been cancelled. 


PERSONAL NOTES 


Flight-Lieutenant John L. Whitworth has been awarded 
the Distinguished Flying Cross. At the time of joining the 
R.A.F. he was serving articles with Mr. James R. V. Mawson, 
of Messrs. John J. Potter & Co., Incorporated Accountants, 
Sutton Coldfield. 

Mr. James Bailey, Incorporated Accountant, has entered 
into partnership with Mr. A. Brookes. The practice will be 
carried on under the style of Brookes & Bailey at 7, Chapel 
Walks, Manchester, 2. 

Messrs. R. H. Bridgwater & Co., Incorporated Accountants, 
Birmingham, have admitted into partnership Mr. Aubrey A. 
Blasdale, A.C.A. 

Mr. F. Griffith, Incorporated Accountant, Kendal, has 
been elected an Alderman of the County Council of 
Westmorland. 


e 
REMOVAL 


Messrs. H. W. West & Co., Incorporated Accountants, 
announce a change of address to Leadenhall House, 101, 
Leadenhall Street, London, E.C.3. 


OBITUARY 


CYRIL HERBERT TEMPLE 


Those who learnt that Mr. Cyril Temple had retired a few 
weeks ago as senior partner of Messrs. Temple, Gothard 
and Co., Incorporated Accountants, London, had not realised 
how sadly his health had deteriorated, and his friends heard 
with much regret that he died on July 15, at the compara- 
tively early age of 55. 

Mr. Cyril Temple was educated at Dulwich College, and 
was articled to his father, the late Mr. Herbert Temple, 
F.S.A.A., who was one of the early members of the Society. 
After having qualified in 1912, he continued the practice upon 
his father’s death in 1914, being joined subsequently by other 

ers, including his nephew, Mr. Maurice Temple Amos, 
F.S.A.A., by whom the practice is being continued. Although 
Mr. Temple did not occupy an official position in the Society’s 
organisation, he was keenly interested in the affairs of the 
accountancy profession, and was the author of Pupil to 
Practitioner. He gave considerable help to the Society. 
When Incorporated Accountants’ Hall was damaged in 
1944, Mr. Temple immediately placed office accommodation 
at the Society’s disposal. 

He was chairman of the National Association of Wholesale 
Newspaper Distributors and Vice-Chairman of the Federation 
of London Wholesale Newspaper Distributors. 

Outside his professional activities he was much interested 
in sport, and was a member of the S County Cricket 
Club and at one time secretary of The Casuals and vice- 
chairman of Crystal Palace Football Club. 

Mr. Temple was much liked by those who knew him, and 
was held in affectionate regard by his partners and staff. 


WILLIAM PAYNTER 


The late Mr. William Paynter, whose regretted death 
occurred during July, had been a member of the Society for 
over forty years, having qualified in 1905 after taking 
Honours in the Final Examination. He subsequently 
became and remained senior partner in the firm of Messrs. 
Spence, Paynter and Morris, London, until indifferent health 
caused his retirement in 1936. Mr. Paynter served on the 
Council of the Society for eleven years when he carried out a 
large amount of useful work, particularly on Committees, 
and enjoyed the goodwill of his colleagues. 

His son, Major Laurence Paynter, M.B.E., R.A.S.C., and 
his daughter, Mrs. Alice Mary Beaver, who were articled in 
the office of Messrs. Spence, Paynter and Morris, are both 
members of the Society. 


STEPHEN HENSTRIDGE 


Mr. Stephen Henstridge, F.S.A.A., who died on June 28, 
had been in practice in Birmingham for many years. 
Although his health had been impaired for some time, he 
was able to take a keen interest in his practice almost up to 
the day of his death. 

During a part of his career he was the Honorary Treasurer 
of the Birmingham District Society of Incorporated 
Accountants, and he took a lively interest in the affairs of 
the profession and of the Society, particularly in regard to 
problems concerning the application of accounting principles 
and the complex conditions of modern B ape 

Mr. Henstridge was well known in the (tema in the 
Midlands. 


HENRY HUGH MORGAN 


Mr. H. H. Morgan, F.S.A.A., F.1.M.T.A., who died on 
June 20, at the age of 60 years, "had been City Treasurer of 
Bath since 1919. He won wide respect for his administration 
of his department after a complete reorganisation of the 
accounting system. Mr. Morgan’s previous experience in 
municipal accountancy was gained at Swansea and Woolwich. 
He qualified as an Incorporated Accountant thirty years ago, 
and was Honorary Treasurer of the Bath Branch of the 
National Association of Local Government Officers. 


LETTER TO THE EDITOR 
District Society Committees 


Dear Sir,—The decision of the Council to admit 
(under certain conditions) Associates engaged in industry 
to Fellowship will be welconied; but may I, through 
your columns, bring forward a further point ? 

There is a need to encourage more members to take 
a greater part in the work and progress of District 
Society activities, and this particularly in the near 
future. This is, however, very much hampered by what 


appears to be almost “a closed door” policy in the — 


attitude of many District Societies which clearly favour 
an overwhelming majority of members “in practice ”’ 
on their Committees. 

It is evident from an examination of the (pre-war) 
lists of local Committees that, particularly in the major 
industrial areas, the representatives comprise, almost 
solely, Fellows or Associates in reagent 

Many Committees may operate rules (written or 
understood) confining all nominations to members who 
are in practice. 

Probably about 20 per cent. only of the members of 
the Society are Fellows—the great majority of the 
remainder would appear to be Associates not in practice 
—mainly employees either in the profession or with 
industry. 

Many advantages might be gained in the repeal by 
local members of any rules limiting nominations as 
outlined above, and by the Associate members urging 
their Committees to invite and facilitate a more equit- 
able distribution of opportunity for serving the Society 
through the district organisation: 

This might do much to foster a better understanding 
between members in practice and others—which should 
reflect to the credit of the Society, and make for closer 
unity in the tasks that are ahead. 

Yours faithfully, 


R. O. Wy pe, A.S.A.A. 
Newcastle-upon-Tyne, 
July 6; 1945. 
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